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October 23, 1952 
Honourable Stuart S, Garson, Q, C.; 
Minister of Justice, 
Ottawa 


Sirs 


I have the honour to submit to you the following report of an 
investigation, under the Combines Investigation Act, into an alleged 
combine or combines in the manufacture, distribution and sale of fine 
papers, The inquiry was initiated by my predecessor in office, Mr, 

F, A, McGregor, in the fall of 1948, under Section 12 of the Combines 
Investigation Act, 


The investigation has been directed primarily to the activities 
of seven Canadian mills and about two score wholesale fine paper merchants 
and their respective trade organizations, The period covered is mainly 
from 1934 to 1950, 


In the course of the investigation, many thousand documents 
relating to the matters under investigation were obtained from the parties 
concerned, These were obtained in 1948, 1949 and 1950, 


After my appointment as Commissioner of the Combines Investigation 
Act on February 23, 1950, private hearings relating to the matters under 
investigation were held in the cities of Montreal, Toronto, Ottawa, Winnipeg 
and Vancouver before myself or the Deputy Commissioner of the Combines 
Investigation Act. Witnesses gave evidence during 25 days of hearings 
during the period from September 1950 to February 1951. Nearly all the 
witnesses were represented by counsel who, at the same time, represented 
the companies or firms by whom the witnesses were employed. In addition, 
by arrangement among the mill parties and the merchant parties, two 
counsel representing one or more of the mills and one or more of the 
merchants respectively appeared continuously throughout most of the 
hearings, 


Mr. John M, Godfrey, Barrister, of Toronto, was appointed by you 
under Section 26 of the Act to assist in the investigation, and he attemed 
throughout the hearings and examined the witnesses, 

F In the spring of 1951, Mr. Godfrey prepared, at my request, a 
statement summarizing the effect of the evidence as it then appeared to him, 
This "Statement of Commission Counsel" was sent by me to the parties concerned 
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on May 7, 1951 as notice of the charges alleged in order that the parties 
might have full opportunity to be heard, as provided in the Inquiries 
Act, before conclusions were reached or a report made, 


Most of the parties concerned in the "Statement of Commission 
Counsel" appeared before me in June 1951, in person or by counsel, and 
during the course of four days made substantial representations relating 
to the matters set out in the "Statement of Commission Counsel" and the 
fine paper industry and trade generally, These representations were made 
in some cases orally and in other cases both orally and in briefs. 


It seems appropriate that I should refer to the excellence of 
the services rendered by ii. Godfrey, as well as to the competent and 
preminent parts taken in the inquiry by Mr. A. S. “hiteley, the Deputy 
Commissioner, Mr. A. Ge Powell. one of the senior officers of the Commission, 


and Mr. Re. I. lilner. 


Yours faithfully, 


T. D. MacDonald 


Commissioner 
Combines Investigation Act 
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I. Fine Papers 
(a) Glasses of Fine Paper 


The "fine papers" concerned in this investigation comprise 
chiefly book papers for use in the printing of books and magazines; 
Writing papers for office and home use with pencil, pen and ink or 
machine; and miscellaneous papers such as blotting, tag and index. 


The tonnage of book paper is now larger than that of any 
other single class of fine papers. Grades of this paper, besides 
being used in the printing of books and periodicals, are used for 
such other purposes as advertising and labelling. Book papers do not 
fill these uses exclusively however, for other classes of fine papers. 
are sometimes also used. Book paper may be coated or uncoated. The 
former has a smooth finish suitable for illustrations and is finding 
increasing use in magazines and printed advertising material. Coated 
book paper is generally coated in converting plants which secure base 
stock from paper mills, but it ma; also be made by a process which 
coats it right on the paper making machine. Faper finished by the 
latter method is referred to as "machine coated". 


Writing paper (including bond and ledger) may be divided into 
two main classes = rag content paper and sulphite paper. The use of 
linen or cotton rags for paper=-making long antedated the use of wood, 
and the higher qualities of writing paper continue to be made with rags. 
The classification of bond papers is based in part upon the rag content. 
Grades 1 to 4 are rag content paper, ranging from 100 per cent in the 
case of No. 1 bond to 25 per cent rag in the case of No. 4 bonde Grades 
5 to 7 are sulphite bonds made entirely from wood pulp. In addition to 
such uses as letterheads, envelopes, stationery, typewriting anc mimeo- 
graphing papers, ledgers and forms, writing papers are used in sales 
books, adding machines and cash registers and in many other ways, as 
well as being in some demand for printing. 


Included among miscellaneous fine papers are, besides the 
blotting, tag and index already mentioned, cover paper for printing, 
filter paper and many other types. The stock used for such purposes 
as index cards and postcards is usually referred to as "bristol". The 
miscellaneous group is on the fringe of the "fine papers" and tends to 
merge with the "coarse papers". 


Indeed, while there is general recognition in the industry and 
trade of the classes that make up the fine papers, no precise limite are 
applied to these classes and considerable overlapping occurs among such 
classes and also between fine papers as a whole and other categories. 


The names and classifications of fine papers used throughout 
- the report are, of course, those used in the industry and the trade. 
Also, particularly in the statistical parts, the system of classifica- 
tion of the Canadian Pulp and Paper Association (C.P.P.A.) is used and 
is as follows: 


1, Book Papers 

2. Fine Papers 

3. Coated Papers 

4. Miscellaneous Fine Papers 

5, Groundwood, Printing and Specialty Papers 
(containing more than 50% Groundwood Pulp) 


It will be noted that the expression "Fine Papers" is also used in this 
classification as a sub-group; as such it refers, generally speaking, 
to the writing papers which were the original "fine papers", As used 
throughout this report however, the expression "fine papers", unless 
the context otherwise indicates, will cover all five sub-groups. These 
sub-groups are not, in point of name, mutually exclusive. Machine 
coated paper, for example, does not fall in the third group, but in the 
first or fifth, depending upon whether the base stock from which it is 
made contains less or more than 50 per cent groundwood pulp. Newsprint, it 
may be mentioned, is neither a "fine" nor a "coarse" paper, but is in 
a class by itself, It is not involved in this investigation. A com- 
plete list of the papers coming within each of the five classes above 
mentioned, as set out by the C.P.P.A., is contained in Appendix I to 
this report. 


(b) Production, Imports and Exports 


The bulk of the Canadian production of fine papers is made 
by a small group of mills known as the fine paper mills, No one mill 
makes all the products which are classed as fine papers but some make 
a much wider range than others. Some mills in the fine paper group 
are also engaged in the production on a substantial scale of other 
classes of paper and, in some instances, the production of fine papers 
may constitute the smaller part of the total production. On the other 
hand, as was pointed out in a brief submitted on behalf of the fine 
paper mills, "some very small quantities of papers that fall within 
the general classification of fine papers may be produced intermittently 
at a mumber of specialty or newsprint mills", 


Newsprint paper has formed a large part of the total quantity 
of paper produced in Canada - more than 80 per cent in many years - 
and the production of fine papers has formed a relatively small part 
of the total tonnage produced - less than 3 or 4 per cent during the 
period for which statistics have been collected, However, since fine 
papers have a high average unit value, they have usually made up from 
7 to 9 per cent of the total value of all paper produced in Canada, 

In contrast to newsprint paper, of which less than 10 per cent is con- 
sumed in Canada, the production of fine papers has been primarily for 
the Canadian market so that fine papers have formed a much larger part 
of the total quantity of the paper used, than of the total quantity 
produced, in Canada, making up about 12 per cent of the total quantity 
and 20 per cent of the total value of paper used in Canada in recent 
years, 
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The following table from the report of the Dominion Bureau 
of Statistics on the Pulp and Paper Industry gives the quantity and 
value of production for the period 1917 to 1950 of what are described 
as book and writing papers, but actually embrace the general classes 


of fine papers with which this report is concerned: 
Table 11) 


Production of Book and Writing Paper in Canada 
1917 _- 1950 


Year Quantity 
tons 
1917 48 5279 
1918 48,150 
1919 58 228 
1920 73 5196 
1921 53 530 
1922 64,808 
1923 76,5789 
1924 67 5934 
1925 745724 
1926 80 ,403 
1927 75 072 
1928 79 5138 
1929 73 5502 
1930 69,468 
1931 59,580 
1932 56,781 
1933 60 ,683 
1934 64,991 
1935 ' 70 4350 
1936 74,3940 
1937 84,5168 
1938 73 »834 
1939 90 ,135 
1940 102 5696 
1941 117,444 
1942 121,419 
1943 122 5,174 
1944. 1555498 
1945 162 ,198 
1946 189,318 
1947 210,762 
1948 231,608 
1949 199 ,317 
1950 214,097 


Source: Dominion Bureau of Statistics 


ar 


9 5332 ,998 
10,732 ,807 
12,571,000 
21,868 ,807 
12 55505520 
12 560 5504 
13 5582 5135 
12 ,605 ,623 
13 5145 ,407 
14,765 5725 
12 ,916 ,469 
14,008 ,406 
13 ,636 562 
12 5261 ,659 
10,154,171 

8 ,687 5895 

8 5927 ,408 

9 681,536 
10,440,789 
10 9866 9346 
12,620 ,507 
Ni »098 9901 
12,773 ,781 
15,518 ,667 
18 ,476 »397 
19,181,665 
19,047 ,039 
23 5700 ,310 
24 9468 5409 
29 5995 5156 
39,727 ,187 
455178 ,968 
4,0 5598 ,820 
47 356 5410 


¢ 
(T) a though described as book and writing, the papers referred to in 


this table actually embrace the general classes of fine 
which this report is concerned. 


papers with 
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Statistics on production, domestic shipments and exports of 
fine papers have been collected and compiled by the Canadian Pulp and 
Paper Association. The classification of papers used by the C.P.P.A. 
and by the Dominion Bureau of Statistics has not been entirely the 
same so that the figures for production compiled by the C.P.P.A. differ 
somewhat from those published by the Dominion Bureau of Statistics. 

The following table, based on data compiled by the C.P.P.A. and sub- 
mitted on behalf of the fine paper mills, shows production and appar- 
ent consumption of fine papers in Canada for the period 1920 to 1950. 


Year 
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Table II 


Production, Imports, Exports, Domestic Shipments 
and Apparent Consumption of Fine Papers, Canada, 
1920-1951 


Productio 


67 589 
48,214 
58,221 
62 ,885 
58 97, 
60,977 
73 y764, 
87 5267 
95 992 
117,885 


104 ,069 
100,970 

89,167 

88,995 
103 ,078 
111 ,616 
127 ,409 
140 ,223 
1.23 5065 
142 9513 


152 5062 
166 ,477 
175,960 
172 5727 
170 5904 
175 57% 
203,521 
228 ,932 


247 248: 


215,050 


237 5559 
27h, 9173 


(2) 


Imports 


Estimated - C.P.P.A. 


5,109 
1,451 
25244 
3,004 
1,689 
2,776 
43286 
10 ,616 
75195 
75726 


6,863 
7,055 
7760 
99209 
14,967 
17,720 
20,641 
22958 
18 ,632 
19,742 


19,485 
155254 
12,654 
14,708 
28 5639 
235,794 
27 5950 
37 139 
56 ,125 
20,672 


18,272 
32 9420 


Tons 


Apparent Domestic 


66 ,680 
49,163 
59 9377 
63,881 
60 ,685 
62 5201 
73 5617 
84,5116 
99 5336 
125,060 


112 ,263 
101,912 
87 5225 
855175 
93 402 
99,598 
112 5329 
123 ,683 
110 5471 
130 ,850 


139,314 
156 5630 
168 ,888 
163 5034 
147 ,418 
156 5878 
185 5308 
202 ,957 
198 5431 
201 5677 


226 5969 
251,004 


623194 
46 130 
55 9049 
60 ,005 
57 176 
58,091 
69344 
16 5386 
86 ,663 


- 109,043 


220,728 
240 5407 


Domestic 


Shipments Consumption 


plus 


Exports Consumption Shipments Imports 


06 5394 
48 5530 
58 449 
64,005 
60,576 
62,091 
73 2483 
83,851 


97 5202 


123944 


112 ,247 
102 5828 
87 5707 
85,158 
92 5835 
98 ,707 
111 ,880 
122 5163 
109 ,966 
132 985 


136 5673 
159 496 


197,125 
200 5156 


228 »410 
249 ,658 


in lbs ° 
Ca 


per 


Source: Preduction, Experts, Domestic Shipments - C.P.P.A, 


Imports - D.B.S. 


(ane production figures in this table cover the manufacture in Canada of the 
five different C.P.P.4. classes of paper described in section (a) of this 
chapter. 


Pg 


Detailed statistics of the production and shipments of the 
various grades of fine paper are not available as data have been 
compiled only for the broader classes of fine papers. The following 
figures were based on statistical data collected by the C.P.P.A. and 
were submitted on behalf of the fine paper mills, They show the 
production, domestic shipments and export shipments in tons for the 
five fine paper classifications in the year 1949: 


1949 


Production Domestic Export 
Shipments Shipments 


Book Paper 77 5429 7.5631 2,936 
Fine Paper 66 5501 62 5219 3,671 
Coated Paper 18,256 Vie 23 749 
Miscellaneous Fine Paper 15503 14,707 385 
Groundwood 3761 24,061 _125931 

Total 215,050 192,841 20,672 


(c) Consumption of Fine Papers 


The consumption of printing and writing papers may be taken 
as an indication of the extent to which the transmission of ideas is 
made through mass written media and also as some measure of the in- 
dustrial and educational development within a country. In a report 
published by the United Nations Educational, Scientific and Cultural 
Organization in 1949 under the title, "The Problem of Newsprint and 
Other Printing Paper", an attempt was made to bring together avail- 
able data on the production and consumption of such papers. The 
report pointed out that except in North America and Australia con- 
sumption of printing papers was lower than it had been in 1939 and 
said that the shortages prevailing were hampering the publication of 
books for educational and other purposes at a time that consumption 
requirements were mich greater than they had been in 1939, In 
addition, the report indicated that because the countries which were 
in greatest need of more paper were generally short of foreign 
currency, they were forced to buy from soft currency sources where 
supplies were limited and thus a more equitable distribution of 
available supplies was made very difficult. The following table, 
taken from this report, gives the estimated per capita consumption 
of printing and writing paper (other than newsprint) in a number of 
countries, The figure for Canada, which was not given in the original 
table, has been inserted: 
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Table III 


Estimated Per Capita Consumption of Printing and Writing Papers, 
other than Newsprint, in various Countries, 1948, 


Country 
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The Problem of Newsprint and Other 
Printing Paper 
Unesco, Paris, 1949 


1 kilogram equals approximately 22205 pounds. 


PSs 


The per capita figures for the consumption of paper in Canada 
do not take full account of the use of printed material in this country 
because of the very large importations of books, magazines and other 
printed matter, the paper content of which is not reflected in the 
figures given above. With reference to imports from the United States 
alone, the report of the Royal Commission on National Development in 
the Arts, Letters and Sciences compares the circulation of nearly 
forty-two million copies a year for Canadian magazines with an American 
circulation in Canada of over eighty-six millions, Although magazines 
probably make up the greater part of imports of printed material, sub- 
stantial quantities of paper would be involved in imports of books 
and other classes of printed matter not only from the United States 
but from other countries as well, 


(a) Development of Industry 


The manufacture of paper has been carried on in Canada since 
1803 when the first mill was established at St. Andrews, Quebec. Some 
of the mills of the fine paper group had their origins in the early 
period of Canadian paper manufacture before wood-pulp became the prin- 
cipal raw material, The manufacture of paper on the site of the pres- 
ent Don Valley mill was first undertaken about 1826 when a paper mill 
for the production of hand-made paper was established there, This 
mill had the distinction of being the first in Canada to install a 
paper machine which is reported to have been put into operation about 
1832. Paper-making at Georgetown, Ontario, where Provincial Paper 
limited now operates a coating mill, was bogun about 1852 by 
the Barber brothers, The first chemical wood-pulp mill in Canada was 
erected at Windsor Mills, Quebec, in 1864, where Canada Paper Company 
now operates a paper mill, and the first groundwood pulp mill was put 
into operation a few years later at the Alex, Buntin plant at Valley- 
field, Quebec, The use of wood-pulp for the manufacture of paper in 
Canada thus had its start about the time of Confederation and the pulp 
and paper industry developed rapidly from then on with the major develop~ 
ment taking place after the turn of the century and particularly after 
the stimulus of demands occasioned by the First World War, 


Paper merchants played an active role in the development of 
paper-making in Canada. The early history of the older fine paper 
merchant firms reveals a number of principals who were also the lead- 
ing figures in paper manufacturing. In some cases, such as that of 
the Barber brothers, whose name has been perpetuated in that of 
Barber-Ellis of Canada, Limited, entrance into the paper merchant 
business came after the establishment of a paper mill, Others, such 
as J, B. Rolland, took up the manufacture of paper after experience 
in the merchandising of paper. Alexander Buntin, whose establishment 
of the first groundwood pulp mill has already been mentioned, also 
started in the paper merchant trade and had set up two firms of paper 
dealers before engaging in the business of paper manufacturing. These 
two merchant firms, established about 1850, have been succeeded even- 
tually by corporations which have retained the name Buntin in their 
corporate titles, namely Buntin, Gillies & Company Limited and Buntin 
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Reid Paper Company Limited. The foregoing instances have been cited 
by way of illustration and many other examples could be found, par- 
ticularly in earlier periods, of those who have been active in both 
the manufacture and merchandising of papers. 


(e) Customs Duties 


During the development of the fine paper industry in Canada, 
customs duties have generally applied to the main classes of fine papers 
imported into Canada. A brief presented on behalf of the fine paper 
mills stated: 


- - » it is certain, for instance, that if it were 
not for the Canadian tariff we would not have the kind 
of fine paper industry that we now have - viz. one that 
is developed and built to supply a comparatively limited 
home market, where each company is equipped to make many 
different grades in comparatively small quantities. 
Similarly, if it were not for the prohibitive U. S. 
tariff the pattern of fine paper production might very 
well have become similar to that of newsprint, where a 
mill would produce one or two grades of paper in large 
quantities with the pattern of distribution being one of 
serving a reduced volume of domestic needs and a sub- 
stantially higher volume of exports - principally to the 
U, me Ae 


The essential fact in the foregoing is that the U.S. 
and the Canadian tariffs together determine the pattern of 
development of these companies into concerns designed to 
serve relatively small Canadian needs for a wide range of 
products, which in turn has caused the industry to face 
the problems of variety production ratner than those of 
mass production, Exports have been a secondary consider- 
ation and have been confined almost entirely to British 
Empire countries where Canada has enjoyed the benefits 
of yreferential tariffs. 


Canadian tariff schedules applying to the major classes of fine 
papers have remained relatively stable during the present century although 
the scheduled rates have been substantially modified in their effect in 


_some respects by provisions allowing drawback of duties in the case of 


certain classes of paper which were used by publishers of periodicals. 
Imports of fine paper come vrincipally under tariff items 192, 197, 197a, 
198 and 198a. Tariff item 192 embraces such classes as index card stock, 
bristol boards and blanks, ticket board and blotting paper. The rates 
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for a mumber of years prior to 1939 were: 


British Preferential 15% 
Intermediate or Most-Favoured-Nation 25% 
General 35% 


Under the trade agreement with the United States the rate 
became 224 per cent on January 1, 1939 and the effective rates have 
since been: 


British Preferential 15% 
Most- Favoured-Nation 226% 
General 35% 


Coated book, printing and litho paper, coated cover papers, 
carbon paper, ruled and border and boxed paper fall under tariff item 
198 for which the rates have been as follows: 


Prior to 1937 1937 1939 1948 


British Preferential 224%, 204 204 173% 
Intermediate or . 

Most-Favoured- Nation 323% 323% 278% 25% 
General 35% 35% = 35% 35% 


In 1922 tariff item 198a was introduced, covering coated 
papers used exclusively in the production of periodicals, with the 
following rates: 


British Preferential 17 
Intermediate 325% 
General 35% 


Tariff item 197 reads "Paper of all kinds, n.o.p." and 
embraces such classes of fine paper as writing (ine lading bond and 
ledger) and envelope paper, uncoated book, printing and litho paper, 
uncoated cover paper and business machine paper. The rates under 
this item for a great many years have been: 


British Preferential 15% 
Intermediate or Most-Favoured-Nation 223% 
General 25% 


In January 1936 the rate of 22$ per cent was extended to imports from 
the United States. 


Tariff item 197a was introduced in 1922 to cover uncoated 
book paper used exclusively in the production of periodicals. The 
rates under the Intermediate and General Tariffs were the same as in 
the case of Item 197 but under the British Preferential Tariff the 
rate was 12% per cent, 


‘Cue 


For a period between February 1928 and September 1930 a 
drawback of 80 per cent applied generally on paper covered by items 
197a and 198a when used exclusively in the production of publications, 
other than trade journals, In May 1936 a drawback of 50 per cent of 
duties was established on paper of all kinds used in the production of 
periodical publications and in Febrmary 1937 the rate of drawback was 
increased to 75 per cent. Thismeant that the effective rates of duty 
under items 197a and 198a were subsequently: 


Item British Preferential Most-Favoured-Nation 
197a 3 ° 1% 5, 64 
198a 4.4% 8.2% 


As a result of the Torquay trade agreements made in 1951, 
imports of paper for use in periodicals under tariff items 197a and 
198a became duty free under the British Preference and Most-Favoured- 
Nation tariffs. 


II. Organization of Canadian Fine Paper Industry and Trade 
(a) Fine Paper Mills 


The group of manufacturers described as "the fine paper mills” 
or "the mills" for purposes of this report are the following: 


Alliance Paper Mills Limited Merritton, Ontario 
Canada Paper Company Montreal, Quebec 
Don Valley Paper Co. limited Toronto, Ontario 
The BE. B. Eddy Company Tull, Quebec 
Howard Smith Paper wills,Limited Montreal, Quebec 
Provincial Paper,Limited Toronto, Ontario 
Rolland Paper Company Limited Montreal, Quebec 


It may be noted that all seven mills have their head offices in 
the provinces of Ontario or Quebec and it is the case that all their manu- 
facturing facilities are located in these two provinces. 


It has already been pointed out that some of the manufacturers 
in this group are engaged in a substantial way in the production of other 
classes of paper and that (as shown in Table VII) all types of fine paper 
are not made by each of the manufacturers listed above. For exemple, Don 
Valley makes only "miscellaneous”™ fine papers. Tonnage figures given in 
Tables II and IV also show that there is a certain amount of Canadian fine 
paper production by companies outside the group designated as “the mills". 
The greater part of this production has been in the goundwood grades and 
has been consumed outside of Canada. Coated papers, besides being made by 
Alliance and Provincial, are made by Canada Glazed Papers Limited of Toronto, 
This company, which sells its products in Canada, buys the paper it coats 
from a number of sources and does not itself make paper. Canada Glazed 
Papers started operations in 1939 and although the evidence in the inquiry 
indicates that its officers had some knowledge of some of the arrangements 
described in this report, it played no important part in the planning of 
them or in their operation. Canada Glazed Papers was not a party to the 
"Loyalty Discount Agreement" described later on in this report and its dise- 
tribution methods were apparently independently patterned. With this excep- 
tion no Canadian producer outside of the group named above had any important 
position in the post-war years as a supplier of fine paper to the Canadian 
market. In fact, since 1935 only three other manufacturers have been 
engaged sufficiently in the production of fine papers to be classed with the 
fine paper mills. These were Montreal Coated Papers, Limited, hMiontreal, which 
ceased operations about 1959; Valleyfield Coated Paper Mills Limited, 
Vaileyfield, P.Q., whose plant was destroyed by fire in 1938 and not rebuilt; 
and Champion Paper Mills Limited, Toronto, which produced book and fine 
papers from 1944 to 1948. 


Table IV sets out the fine paper production figures for each of 
the milis for each of the years 1936 to 1951 inclusive. 
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Table V, immediately hereunver, shows that in the years since 
1935 the fine paper mills have ordinarily supplied something over 90 per 
cent of the fine papers bought by Canadian users. 


Table V 
Percentage of Canadian Market upp. yes by Conadien tine Haper mists. 
956-19 
Percentage 
Total of 
Total Shipments Apparent Shipments Consumption 
in Canada Consumption by Supplied by 
by all in Fine Paper Fine Paper 
Year Manufacturers Imports _ Canada Milis (2) Mills 
Tons (Tons) Tons Tons 
1936 106 ,319 5,561 111,880 104,213 93.15 
1937 115,745 6,418 122,163 113,639 93 ,02 
1938 103, 928 6,038 109,966 102,563 93,35 
1939 124,906 8,079 132,985 124,306 93.47 
1940 129 ,936 6,737 136,673 129,936 95,07 
1941 154,089 5,407 159,496 154,089 96 .61 
1942 160,229 §,582 165,811 160,229 96 .63 
1943 261 71E 5,015 166,726 161,711 96,99 
1944 141,443 5,153 146 ,596 134,053 91.44 
1945 152,160 4,882 157,042 143,919 91.64 
1946 173,995 9,737 183,732 164,445 89.50 
1947 191,264 11,164 202,428 180,810 89 32 
1948 189,817 7,308 197,125 180,703 91.67 
1949 192 ,841 7,515 200 ,156 186,772 93.51 
1950 220,728 7,682 228,410 210,198 92.03 
1951 240,407 9,251 249,658 223,984 89.71 
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Figures for Don Valley not included for years 1936 to 1943 inclusive. 


Source: 


Calculated from information supplied 


by CoP oP occ 


Lays 


The following table shows for the years 1936 to 1951 inclusive 
the proportion of the mills' fine paper production that has been sold in 
the Canadian domestic market. 


Table VI 


Exports and Domestic Shipments of Canadian Fine Paper Mills and 
Domestic Shipments as Percentage of Total Shipments, 
1936-1951. 


Domestic Total % of Domestic Shipments 
Year Exports Shipments Shipments to Total Shipments 
1936 20,641 104 ,213 124,854 83 .5 
1937 22,958 113,639 136, 597 83.2 
1938 18,632 - 102,565 121,195 84.6 
1939 19,742 124 ,306 144,048 86.3 
1940 19,485 129 , 936 149,421 87.0 
1941 15 ,254 154 , 089 169 ,343 91.0 
1942 8,455 160,229 168,684 95.0 
1943 14,708 161,711 176,419 91.7 
1944 24,247 134,053 158,300 84.7 
1945 21,714 143,919 165,633 86.9 
1946 19,982 164,445 184 ,427 8962 
1947 19,889 180,810 200,699 90.1 
1948 15,787 180, 703 196,490 92.0 
1949 10,915 186,772 197 ,687 94.5 
1950 6,179 210,198 216,577 97.1 
1951 13,063 223,984 | 237 ,047 94.5 


In view of the diversity of types of paper, other than fine papers, 
made by several of the principal manufacturers in the fino paper group and 
the adaptability of paper machines to make different types of paper, as is 
{llustrated by the withdrawal of Canada Paper Company from the production of 
certain classes of fine papers and the concentration on other classes, no 
attempt has been made to estimate the year to year changes since 1935 in the 
mill capacity in Canada devoted to the production of fine papers. It is 
evident that only at intervals in the years prior to the outbreak of the war 
was the available mill capacity fully employed. For a considerable part of 
the war period, production was limited by the availability of materials, 
power or labour. Tonnage figures of annual production, while they tend to 
show the long-run trend in productive capacity, cannot be taken as 4 measure 
of productive capacity unless it is clear that conditions both as to demand 
and resources would lead to capacity or near-capacity operations. 


If the years of peak production in the period since 1935 are 
taken for the present group of fine paper mills, the following figures are 
obtained: 


Year Tonnage Produced 
1937 138,130(2) 
1942 175,960(2) 
1946 185,865 

1947 201,050 

1951 238,268 


(1) 
The totals for those years would be somewhat higher 
if tonnage for Don Valley were included. 


In the years 1945 to 1950 inclusive, the mills spent a total of 
approximately $50,000,000 on buildings and machinery. About one-half of 
this was spent on repairs and the remainder on capital expense. Because 
some of the mills, particularly Canada Paper, daddy and Howard Smith have 
important operations outside of the fine paper field, it is not possible 
to say just what part of this $50,000,000 was spent on projects that would 
{nerease the mills' fine paper producing capacity, but there is no doubt 
that it was substantial. The same group of mills anticipated additional 
expenditures of $19,400,000 in 1951 and further investment has been indice~ 
ated for the improvement or enlargement of manufacturing facilities. Thus 
production figures for 1951 do not fully show the capacity which will be 
available in 1952. In one case, that of Howard Smith, a new fine paper 
machine, with an annual capacity of approximately 24,000 tons, was brought 
into production at its Cornwall mill at the end of 1951 or very early in 
1952, In another case, that of Provincial Paper, various projects completedg 
in 1951 and to be completed in 1952 will increase that company's fine paper 
productive capacity. Various expenditures made by other mills would have 
the same tendency to expand capacity. 


From the table given above it will be seen that the tonnage pro- 
duced in 1946 was substantially greater than that produced in 1937 and the 
tonnage produced in 1951 greater again than that produced in 1946. The 
production in 1951 was 28.2 per cent greater than in 1946 and this larger 
tonnage was made possible in large part by the improvement in machine 
operations and the enlargement of facilities resulting from the expenditures 
already mentioned. The production figures for individual companies given in 
Table IV show that of the total increase in production of 52,403 tons in 
1951 compared with 1946, Howard Smith, Provincial and Rolland accounted for 
48,792 tons. This represents an increase in production of 38.8 per cent for 
the three companies in the period. It has already been mentioned that both 
Howard Smith and Provincial will have larger production facilities available 
in 1952 than they had in operation in 1951. 


In the case of several of the companies, mergers or acquisitions 
have had a part in the building up of the present corporate organizations 
and manufacturing properties. A more detailed description of the companies 
making fine papers follows. 


(4) Howard Smith Paper Mills, Limited (Howard Smith) 


The present Howard Smith Paper Mills, Limited, with head office 
at Montreal, P.Q., was incorporated as a Dominion company in 1928, 
succeeding a company of similar name which had been incorporated in 1919, 
which, in turn, had succeeded a company of like name incorporated in 1912. 
The founder of the business was the late C. Howard Smith, who established 
a fine paper jobbing business about 1899 which was conducted under the 
name of Howard Smith Paper Company, Limited, from 1906 to 1912, when Howard 
Smith Paper Mills, Limited, was incorporated and commenced the manufacture 
of paper at Beauharnois, P.Q. About 1917 the mill of Edwin Crabtree & Sons 
at Crabtree Mills, P.Q., was acquired, and in 1919 Toronto Paper Manufacturing 
Company Limited was purchased as a going concern, the latter company having 
been established about 1881 by John R. Barber and associates to build and 
operate a paper mill at Cornwall, Ontario. Kinleith Paper Mills Limited 
of St. Catharines, Ontario, was acquired in 1924 but this mill was later 
closed. A financial interest in the Canadian Cellulose Company Limited, 
which operated a bleached soda pulp plant at Cornwall, Ontario, was acquired 
in 1926, and in 1935 the assets and liabilities of this company as a going 
concern were taken over by Howard Smith. 


In 1928..Holt, Gundy and Company limited caused to be incorporated 
the present Howard Smith Paper Mills, Limited, and in the same year ©. Howard 
Smith and H. Crabtree, who were officers of the new company, were reported 
to have acquired control of Lincoln Pulp & Paper Company Idmited of Merriton, 
Ontario, manufacturers of pulp and paper, and Georgetown Coated Paper Mills 
limited of Georgetown, Ontario, and Ritchie and Ramsay ltd. of Toronto, 
Ontario, manufacturers of coated paper. Alliance Paper Milis Limited 
(Alliance) was organized on October 1, 1928, as a Dominion company to 
acquire control of the three companies. Controlling interest in Alliance 
was assumed by Howard Smith in 1929, and the company is now a wholly-owned 
subsidiary. The plant of Ritchie and Ramsay Limited ceased to operate in 
1929 and equipment retained was transferred to the mill at Georgetown. 

Qn July 1, 1939 Alliance assumed control of Don Valley Paper Co. limited, 
Toronto (Don Valley) which from 1929 up to the time of acquisition had been 
controlled by Norman E. Wainwright and associates, the original Don Valley 
mill having been established about one hundred years previously. 


The entire outstanding common stock of Canada Paper Company 
(Canada Paper) was acquired by Howard Smith in 1929, and some time later 
the preferred stock of Canada Paper Company was also acquired. Canada 
Paper Company had been incorporated in 1925 and acquired Canada Paper 
Co. ltd., which had been organized in 1873 and operated a paper mill at 
Windsor Mills, P.Q., and Kilgour's Itd., a firm of coarse paper merchants. 
In 1929 Canada Paper "Wholesale" Iimited was formed to take over the 
wholesale paper jobbing business of Canada Paper Company, and it has 
continued as a subsidiary of Canada Paper Company. An interest in 
Schofield Paper Company, limited of Saint John; New Brunswick, a firm 
of wholesale paper dealers established in 1892, was acquired by Canada 
Paper Company in 1927. Controlling interest in Schofield Paper Company, 
Limited was acquired in 1929, and in 1935 Canada Paper Company assumed 
sole control. 


mi = 


Howard Smith also controls directly three wholesale paper firms. 
Federal Paper Company Limited was incorporated in 1914 to take over the 
wholesale fine paper jobbing business of Howard Smith Paper Mills Limited 
(incorporated 1912). An interest in The Fred W. Halls Paper Company 
limited of Toronto is reported to have been acquired on behalf of Howard 
Gnith about 1916, and by 1935 control of this firm had passed to Howard 
Snith Paper Mills, Limited. The entire outstanding stock of The Fred W. 
Halls Paper Company Limited was purchased by Howard Smith in 1942. 
Purchase of all the outstanding stock of Buntin, Gillies & Company Limited 
of Hamilton, Ontario, was made by Howard Smith in 1941. 


In 1947 Howard Smith formed The Arborite Company Limited for the 
manufacture of laminated plastics, in which use is made of certain materials 
derived from pulp mill operations. In 1948 and 1949 Howard Gnith acquired& 
substantial interest in Donnacona Paper Company Limited, Quebec, PeQ., a 
manufacturer of pulp, board and newsprint. 


The principal interests of Howard Snith may be indicated as 
follows: 


Howard Smith Paper Mills, Limited 
Mills: Beauharnois, P.Q. 
Crabtree Millis, P.. 
Cornwall, Ontario 


Canada Paper Company 
Mill: Windsor Mills, P.Q. 


Alliance Paper Mills Limited 
Mills: Merriton, Ont. (2 mills) 
os = Ontario 


Don Valley Paper Co. Limited 
Mill: Toronto, Ontario Canada Paper "Wholesale" Ltd. 
Kilgour's Limited 


Schofield Paper Co. Ltd. 


Donnacona Paper Compa 


rat The Arborite Co. Ltd. Federal Paper Co. Ltd. 
Limited (1) 


The Fred J. Halls Paper Co. 
Ltd. 
Buntin, Gillies & Co. Ltd. 


(on December 31, 1950 Howard Gnith held 231,747 out of the 379,552 issued 
shares of common stock - The Financial Post Survey of Industrials, 1951. 


Howard Smith operates a paper mill and a flax straw pulp mill at 
Beauharnois, P.Q. This division specializes in the manufacture of high 
grade rag content bond, ledger, papeterie, text and specialty papers and 
cigarette paper. At Cornwall, Ontario, there are located a sulphite pulp mill, 
a soda pulp mill and a paper mill. This division produces a wide variety of 


fine papers including sulphite bond, ledger and writing papers, book 
papers, litho, offset and cover papers and bristols. In addition, there 
are produced at this division of Howard Snith a number of papers not 
classified as fine papers and also sulphite and soda pulps, lignin and 
vanillin. The plant at Crabtree Mills, P.Q., makes book, litho, envelope, 
tag and other similar papers. In addition there is some production at 
this plant of grades of paper such as tissue which, apparently because of 
the uses for which they are intended, are not classified as fine papers. 


After its acquisition by Howard Smith in 1929, the manufacture of 
fine paper grades previously made by Canada Paper Company was transferred 
almost entirely to the parent company. Canada Paper, with plant at Windsor 
Mills, F.Q., has since concentrated on the production of a number of papers 
such as kraft wrapping papers and tissues which are not to be considered as 
fine papers; and in addition it has made some grades such as groundwood, 
printing papers and tag manilla which are to b® considered to be within the 
classification of fine papers as used in this report. Canada Paper Company 
has continued to supply some customers with certain classes of fine paper 
secured from its parent company, Howard Smith. 


At the Lybster Mill at Merriton, Ontario, Alliance Paper Mills 
Limited produces greaseproof, plain and embossed glassine (which are not 
fine papers), manifold carbonizing, onionskin, coating base stock and poster 
paper. The Lincoln Mill, also located at ilerriton, produces a variety of 
tag papers and some lines such as flour sack paper, paper boards and wrappers, 
which are not ordinarily considered to be fine papers. The coated paper mill 
of Alliance at Georgetown, Ontario, produces coated book and litho papers, 
coated tags, bristols, boxboards and blanks. 


Don Valley Paper Co. Limited at its mill at Toronto produces cover 
papers, blottings, index, bristols, postcard, manilla and sulphite tag, 
envelope and folder stock, white and coloured specialties, etc. 


It will be seen from the foregoing that Howard Smith and subsidiaries, 
in addition to being substantial producers of various classes of fine papers 
and related lines are also substantial manufacturers of other classes of paper 
and other products. Because of the diversity of lines involved it is somewhat 
difficult to make precise statements as to the relative position of any company 
or group of companies in the fine paper industry. However, on the basis of 
the classification used by the Canadian Pulp and Paper Association for 
statistical purposes, production figures for all of the mills are shown in 
Table VII. On the same basis, the following shows the proportions of domestic 
shipments of companies in the Howard Smith group to total shipments in 1949 
for the grades shown: 


Book Paper (general printing and converting) 20.8% 
Fine Paper (bonds, ledger, envelope, machine, etc.) 3562 
Coated Paper 36.0 
Miscellaneous Fine Paper (blotting, cover, bristols, eee 


blanks, etc.) 


(ii) Tho E, B, Eddy Company (Eddy) 
The £. B. Eddy Company, with head office at Hull. P.Q., was incor- 


porated by Special Act of the Parliament of Canada in 1886 under the name 
of The E. B. Eddy Manufacturing Company. In 1891 the name was changed to 
The E. B. Eddy Company. The business had been founded about 1851 by Ee B. 
Eddy, who later established a pulp mill in Hull, P.Q., about 1889 and added 
a number of paper machines within the next five years. Following the death 
of Mr. Eddy in 1906, control of the company was held by Mrs. HE. B. Eddy or 
her estate until 1927, when the control passed to R. B. Bennett. In 1945 
W. Garfield Weston acquired control of the company by purchasing all of 

the issued capital stock. In 1946 Eddy Paper Company Limited was incor- 
porated as a Dominion company and purchased all of the issued capital stock 
of Eddy with the exception of directors' qualifying shares. 


The pulp and paper mills of J. R. Booth Limited across the Ottawa 
River were acquired by Eddy in 1946, and have since constituted part of the 
manufacturing plants of Eddy. In 1949 Eddy acquired a controlling interest 
in Sidney Roofing & Paper Company, Limited, a company manufacturing roofing 
products, building papers and boxboard in Victoria, British Columbia. 


Eddy manufactures, in addition to many classes of fine and specialty 
papers, many other types of paper and paper products, including newsprint, 
paperboard, toilet tissues, paper towels and serviettes. Eddy's proportions 
of the domestic shipments of Book, Fine and Miscellaneous Fine Papers in 
1949 were: 


Book Paper 9.5% 
Fine Paper 2200 
Miscellaneous Fine 

Paper 15.5 


(442) Provincial Paper, Limited (Provincial) 


Provincial Paper, Limited, with head office at Toronto, Ontario, 
was incorporated under the Ontario Companies’ Act in 1927 when Dominion 
Securities Limited purchased the stock of Provincial Paper Mills Ltd., a 
company incorporated in 1920. In 1909 St. Lawrence Paper Mills Limited had 
been incorporated to acquire and operate St. lawrence Paper Company with a 
mill at Mille Roches, Ontario. A new company, St. Lawrence Paper Mills Co. 
Ltd., was incorporated in 1911 to take over the assets of the 1909 company. 
In 1912 the Montrose Paper Co. at Thorold, Ontario, and the Barber Paper and 
Coating Mills Ltd. at Georgetown, Ontario, were acquired and in the following 
year, 1913, Provincial Paper Mills Co. Ltd. was incorporated to take over the 
assets of the foregoing companies. A subsidiary, Port Arthur Pulp and Paper 
Company, was incorporated in 1916 to construct a pulp mill at Port Arthur, 
Ontario, and in 1920 Provincial Paper Mills Ltd. was incorporated to take 
over the assets of the parent and subsidiary company. Subsequently, paper 
machines were installed in 1923 and 1926 at Port Arthur. In 1930 all of 
the common stock of Provincial Paper, Limited was acquired by Abitibi Power 
and Paper Co. Ltd. by a share for share exchange of Abitibi common stock. 


Book and writing papers are the principal classes produced by 
Provincial at its mills at Mille Roches and Thorold. At Port Arthur book, 
writing, halftone and machine coated papers are produced. Coated papers 
and coated boards are produced at the plant at Georgetown, Ontario. 


The proportions of domestic shipments in 1949 of Book, Fine and 
Miscellaneous Fine Papers are as follows in the case of Provincial: 


Book Paper 64.5% 
Fine Paper 13.3 
Miscellaneous Fine Paper 8.4 


The statistical series compiled by the Canadian Pulp and Paper 
Association show the production of coated papers by only three companies. 
Two of these, Alliance and Provincial have already been mentioned. The 
third, Canada Glazed Papers, Limited, of Toronto, engages only in the coating 
process and purchases paper stock for such conversion. The proportions of 
domestic shipments of Coated Raper in 1949 for each of the three companies 
are as follows: 


Alliance 36 .0% 
Canada Glazed 21.9 
Provincial 42 a. 


(iv) Rolland Paper Courany Limited (Rolland) 


Rolland Paper Company Limited, with head office at Montreal, P.Q., 
was incorporated as a Dominion company in 1928 to take over the business of 
The Rolland Paper Company, Ltd. with mills at St. Jerome and Mont-Rolland, 
P.Q. The mill at St. Jerome had been established in 1882 by Jean-Baptiste 
Rolland, who had founded a firm of paper merchants in 1842 which later 
operated under the name, J. B. Rolland & Fils. The Rolland Paper Company 
Ltd. had been incorporated in 1908 and control was held by the Rolland family 
until 1928 when Royal Securities Corporation organized the new company to 
take over the business. The mill at Mont-Rolland, which had been established 
by the Rollands as a separate company in 1902, was absorbed into the Rolland 
Paper Co. Ltd. in 1912. 


Rolland, which has specialized in the production of high grade 
papers, including rag content grades, since the foundation of the company, 
has continued to confine its operations more largely to the manufacture of 
"fine papers" than have the other companies in the fine paper group. The 
production of the mill at Mont-Rolland consists principally of bond, ledger, 
writing and book papers, and that of the mill at St. Jerome of tub-sized 
and loft dried bonds, ledger and writing papers and certain specially 
finished fine paper lines. The statistics compiled by the Canadian Pulp 
and Paper Association show the following proportions for Rolland in 
domestic shipments of Book and Fine Papers in 1949: 


Book Paper 5 2% 
Fine Paper 51.2 


The positions of the various companies were summarized as follows 
in the brief presented on behalf of the fine paper mills: 


. « « Today, Rollend produces about a third of all fine 
papers manufactured in Canada, and fine papers represent over 
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80 per cent of Rolland's production. Provincial manufectures 

over 60 per cent of all book paper, about 45 per cent of all 

coated paper, about 135 per cent of all fine papers, and these 

classifications represent respectively 67 per cent (for book 

papers) 12 per cent (for coated papers) and 11 per cent (for 

fine papers) of Provincial's total production of the grades 

under review. Howard Snith produces about 30 per cent of all 

Canadian fine papers, about 17 per cent of all book papers, 

and about 2/3 of all miscellaneous grades, and these classifi- 

cations represent 48 per cent (for fine papers) 32 per cent 

(for book papers) and 19 per cent (for miscellaneous papers) 

of Howard Smith's total. Canada Paper is mainly engaged in 

manufacturing grades outside this inquiry, but for the grades 

covered produces about 50 per cent of all groundwood papers 

and small quantities of fine and miscellanecus papers. Alliance 

is also substantially concerned with grades outside this inquiry, 

but produces about one-third of all coated paper grades made in 

Canada, with only small quantities of book, fine and miscellaneous 

grades. 

® s ae id 

In order to complete the comparisons on the same basis, it is 

necessary to add that Eddy's production represents over 20 per cent of all 
fine papers, over 10 per cent of book paper, about 19 per cent of miscel- 
laneous fine papers and about 35 per cent of groundwood papers. Production 
of Don Valley falls largely in the miscellaneous fine paper group, of which 
its share in 1949 was slightly larger than that of Eddy for the same class. 


Table VII, which is based on data compiled by the C.P.P.A., gives 
figures for 1949 in tabular form to show the production in tons for each of 
the different classes of fine papers and the total production by all Canadian 
mills of those papers. Table VII also shows the relative importance, 
expressed in percentage figures, of each mill in the production of each of 
the classes of fine paper and the relative importance to each mill of its 
production of one class of fine papers in comparison with its production of 
the others. 
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(v) Trade Associations 


Howard Smith and its subsidiary, Alliance, with its subsidiary, 
Don Valley, Eddy, Provincial and Rolland make up the membership of the Book 
and Writing Section of the C.P.P.A. Canada Paper vas a member of the Book and 
Writing Section until 1940, while Don Valley began to be represented at 
meetings of the Section in 1939, after it had been acquired by Alliance. 
The brief presented on behalf of the fine paper mills states: 


n 


There are no mills in Canada that could properly be classified 
as fine paper mills that are not members of the Book and Writing 
Section. ... 

nl 


The Canadian Pulp and Paper Association was formed in 1913 and its 
membership has embraced all but a very small part of the pulp and paper 
industry in Canada. Almost from its beginning the organization has had a 
number of trade sections made up of member companies interested in a par- 
ticular class of paper, The Book and Writing Section has been one of these 
trade sections. 


Article II of the by-laws of the C.P.P.A. reads as indicated below 
and this article has been phrased in similar language since at least 1932s 


"The objects of this Association shall be the consideration 
of matters of general interest to the Pulp and Paper Industry, 
the promotion of its welfare, and social intercourse among the 
members of the Association. 


The Association shall not consider or engage in the regu- 
lation of prices of products, restriction of territory or of 
output," 


(Exhibit 238) 


In addition to trade sections, the C.P.P.A. has a technical section 
to assist in the advancement of scientific and technical processes in manu-~ 
facturing operations;: a woodlands section to assist similarly with respect to 
woods operations; an industrial relations section to keep members informed 
on developments in the field of labour relations; and a traffic section to 
deal with transportation problems, The association maintains an information 
office, a trade development department and a statistical department, The 
C.P.P.4. has participated in a joint arrangement with the Dominion Govern- 
ment and McGill University in support of the Pulp and Paper Research 
Institute of Canada, 


The Book and Writing Section has been provided with secretarial 
services by the C.P.P.A. In 1930 A, E. Cadman became secretary of the C.P.P.A. 
and from that time until his retirement as an association official in 1948 
Mr, Cadman generally acted as secretary of the Book and Writing Section and 


Government 


Publications 
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carried out duties in accordance with instructions given by the Section, 

In 1940, the Executive Committee of the C.P.P.A. informed the Book and 
Writing Section that certain arrangements relating to discounts and similar 
matters which were being handled through the Section, and which are des- 
cribed later in this report, should not form part of the functions of the 
Association, and steps were then taken to have these matters dealt with in 
other ways. A compilation of conditions of sale applying to transactions 
-nvolving book and writing papers has beén maintained by the Book and Writing 
Section and issued in published form as Trade Customs. Various revisions 
have Been made in Trade Customs over the years and new editions of Trade 
Customs published, When Trade Customs were revised after the war, the 
president of the C.P.P.A. made suggestions as to the form and content of 
the compilation and references to charges for various operations and to 

the obligatory nature of conditions, which had appeared in earlier issues, 
were eliminated from the published edition. 


(b) Marketing of Fine Papers by Mills 


The- method of marketing fine papers is dependent, in some measure, 
on the use to which the paper is to be put and, to a degree, on the scale 
of the requirements of the purchaser, Large magazine and book publishers 
and printers may be recognized as direct buyers by the mills and deal dir- 
ectly with the manufacturers, Such may also be the case with converters, 
who manufacture stationery, envelopes, school supplies, etc, Lithographers, 
contimious form manufacturers, business machine houses, bank note companies 
and others who make purchases in mill shipment quantities may be recognized 
as direct mill buyers. This is likely to be the case if the paper is made 
especially for the use of the buyer, such as rolls of special width for 
continuous form manufacturers or special classes of paper for bank note 
companies, The Dominion Government and provincial governments may be recog- 
nized as direct mill buyers by fine paper manufacturers, It has been the 
constant endeavour of fine paper merchants to ensure that classes of cust- 
omers served by them should not be in a position to make direct purchases 
from manufacturers in mill shipment quantities at prices any more favourable 
than those offered by merchants, Over the years arrangements and under- 
standings have been arrived at between the merchants! association and the 
group of fine paper mills on a price structure designed to ensure common 
prices for comparable lines and for the two forms of purchase: direct mill 
order and merchant mill order, This pricing structure results in uniformity 
of prices, as between mills and merchants, for those classes of paper which 
are distributed by the merchant. Except for accounts put in a special 
category by the mills, a purchaser of fine papers, even if able to buy 
' directly from the manufacturer, will secure no better terms for the same 
quantity of paper than if he placed his order with a merchant. On the other 
hand, a merchant could place an order requiring mill shipment quantity with 
a mill and have the shipment made directly to the customer, 


In view of the wide variety of papers produced by fine paper mills, 
including other classes of paper, and the many uses to which such paper is 
put, it is difficult to secure precise figures as to the relative proportions 
of fine papers scld directly by the mills and sold to fine paper merchants 
for resale, Fine paper manufacturers were asked to report the dollar value 
of gross sales of book, writing and other fine and specialty papers and the 
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value of such sales to fine paper merchants for the years 1958, 1941, 1947 
and 1948. Howard Smith was unable to furnish dollar value of sales but did 
report the quantity of paper. Eddy was unable to show value of sales to 
fine paper merchants for the year 1938. 


It was indicated in the returns made by some companies that the 
figures might include sales of some papers which would not be classed as 
fine papers. For the ysar 1948 the following are the percentages of sales 
to fine paper merchants of the totals reported by the respective companies: 


Alliance 28.6% 
Don Valley 50.2 
Bddy 25.2 
Provincial 35-6 
Rolland 78.0 
Howard Smith 53.3" 


x 
based on poundage 


The proportions of total sales made to merchants for the years 
1941, 1947 and 1948 based on the returns of the five companies who reported 
dollar values are as follows: 


1947 - 41.9 
1948 - 41.2 


Certain additional information as to distribution of sales was 
given on behalf of Provincial, based apparently on tonnage shipped. It was 
indicated that sales of book and litho paper constituted 82.6 per cent of 
Provincial's total sales in 1950, and that of the sales of book and litho 
paper 27.6 per cent was made to merchants. Book paper includes printing 
paper used by magazine and other publishers. Of the remainder of the 
business of Provincial, which apparently consists largely of converting 
papers, only 8.5 per cent was distributed through merchants. 


The general situation appears to be that fine papers used by 
commercial printers and smaller converters and publishers are distributed 
through the fine paper merchants and that the larger converters, publishers, 
lithographers and a small number of other businesses to whom special con- 
siderations apply, are supplied directly by the mills. 


Howard Smith and its subsidiaries, Alliance and Canada Paper, 
maintain sales offices in Montreal, Toronto and Winnipeg. In some cases 
these are joint sales offices and Don Valley shares in one of these in Montreal. 
Eddy maintains sales offices in Halifax, Saint John, Quebec City, Montreal, 
Toronto, Hamilton and London, and makes sales in Western Canada through a 
commission firm which has offices at a numbor of points. For a considerable 
period Eddy .aintained warehouse stocks across Canada, but in recent years 
such stocks have been confined to Halifax and Saint John. Provincial maintains 
sales offices in Toronto, Montreal and Wiaunipeg and Rolland has branch sales 
offices at Toronto and Winnipeg, in addition to its general sales office in 
Montreal, 
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(c) Fine Paper Merchants 
(i) Functions Performed 


Fine Paper merchants engage in the wholesaling or jobbing of fine 
papers. As their principal customers, lithographers and printers, are 
engaged in further processing or manufacture of the papers supplied, the 
position of the fine paper merchant differs from that of some other classes 
of wholesalers who supply goods which are intended for sale in the same form 
by retail stores. Fine paper merchants are engaged to a considerable extent 
in supplying types of paper for a specialized use and in quantities necessary 
for a particular lithographing or printing job. In the case of their smaller 
customers, the merchants will supply from their stocks the particular classes 
of paper required at any time. In the case of larger orders, the merchant 
may send the specifications, if the quantities required justify a mill 
order, to the mill and have the shipment made directly to the customer. 

Fine paper merchants, of course, stock lines of paper required for business, 
office or school use and supply such lines to customers who require paper in 
wholesale quantities. ‘While a few merchants specialize in the sale of fine 
papers, others combine this business with related lines, such as the distri- 
bution of coarse papers, or the distribution or manufacture of stationery and 
envelopes and other forms of paper converting. 


(ii) The Canadian Paper Trade Association 


The Canadian Paper Trade Association (C.P.T.A.) was formed in 1918 
as an association of fine paper merchants. Its membership includes merchants 
in all regions of Canada and it appears that throughout its existence, and 
certainly since 1935, practically all principal fine paper merchants have 
been members of the association or participants in its local section or group 
activities. 


Although the C.P.T.A. was formed in 1918 and there is considerable 
evidence as to its activities in the years preceding 1940, the oldest copy of 
its by-laws that was located during the investigation was marked “Revised to 
January 25, 1940". Those by-laws appear as Appendix II to this report. 


Since January 25, 1940 at the latest, and apparently for some years 
prior thereto, the by-laws of the C.P.T.A. have provided that the association 
should have four main territorial sections. These, with the principal terri-~ 
tories covered, have been: 


Section Territory 

Maritime Nova Scotia and New Brunswick 
Central Quebec and Ontario 

Prairie Manitoba, Saskatchewan and Alberta _ 
British Columbia British Columbia 


The C.P.T.A. has had as its principal officers a president, vice- 
president, treasurer and secretary. The first three of these have been elected 
from the membership at the association's annual meeting after having been 
nominated by the Executive Council of the C.P.T.A. The three elected officers 
of the C.P.T.A. along with the immediate past president, the chairman of each 


ee 


of the sections, also elected annually, and the chairman of the association's 
Mills Relation Committee have made up the membership of the Executive Council 


of the C.P.TA- 


Since 1927 the secretary of the C.P.T.A. has been Ivan Moffitt of 
Toronto. Mr. Moffitt became a partner in the firm of Hodder & Moffitt, trade 
association secretaries, when it was formed in 1934 and latterly has been the 
senior partner in that firm. Hodder & Moffitt opened branch offices in 
Montreal in 1938 and in ‘/innipeg in 1939. 


At a special general meeting of the C.P.T.A. in June i941, the 
following additions to Article IV of the by-laws were adopted: 


"(3) All decisions taken by the Association under these by-laws 
shall be binding upon and shall be respected and maintained 
by all Sections; and no Section shall take action to nullify 
or repeal any such decision other than as provided under 
Article IX, Sections (4) and (5). 


(4) Each Section shall adopt rulings and regulations that it 
deems necessary and advisable for the conduct of business 
in the territory coming under its jurisdiction, provided 
no such ruling or regulation is repugnant to any decision 
previously taken by the Association and remaining in force." 
(MCF 10=15A) 

To a large extent membership of the C.P.T.A. has consisted of mer- 
chants who have carried on their businesses largely within one of the terri- 
tories covered by a section of the association so that a majority of the 
members in each section have been concerned principally with conditions 
affecting trade in their particular locality. For as far back as 1935, and 
in some cases earlier, there is evidence that members of each C.P.T.A. section 
have had arrangements on a sectional basis, in most cases similar in purpose 
but not in form to arrangements in other sections. The C.P.T.A. may be 
regarded as having been organized on a country-wide basis to enable the mer- 
chants to act as a national group in negotiations with the mills and to furnish 
a framework within which problems of concern to the whole membership or 
extending beyond the individual section could be more effectively dealt witr. 
The various sections, as the above quotations from the by-laws indicate, have 
been organized to handle matters having to do with "the conduct of business 
in the territory coming under (their) jurisdiction". In large measure, the 
sectional activities have involved the drawing up and administration of the 
various joint arrangements relating to sales practices and selling prices 
that have prevailed within a particular section and which will be described 
later in this report. 


It might be mentioned here that the Central Section of the C.P.T.A. 
has for years had two sub-sections. One of these, centered on Toronto, has 
been called the Ontario Sub-Section and the other, centered on Montreal, has 
been known as the Quebec Sub-Section. Although to a very great extent the 
members of these sub-sections have the same regulations - those of the Central 
Section - some differences did exist between the two sub-sections and, when a 
member with head office in one sub-section made sales in the other, it was the 
practices in effect in the latter that were to be observed. Except for the 
fact that there is closer liaison between the sub-sections than between 
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sections, and more trading by a member of one sub-section in the other than 
by a member of one section in another section, the sub-sections have funct- 
ioned in much the same manner as the separate sections. 


In its activities as a national body, the principal trade group 
with which the C.P.T.A. has dealt has been the mills. For many years the 
regular dealings between the merchants and mills were handled, insofar as 
the merchants were concerned, by the C.P.T.A.'s annually elected Mills 
Relation Committee. This committee would be requested by the whole C.P.T A. 
membership, or by some group within it, to take up problems on the merchants’ 
behalf with the suppliers, and it was the regular channel of communication 
through which the full force of the organized merchants' requests or demands 
could be brought to bear on their principal suppliers. In the period 
following the removal of price controls, the secretary, Ivan Moffitt, has 
handled a considerable part of the mill-merchant negotiations without them 
being referred to the Mills Relation Committee. 


The day to day activities of the C.P.T.A. in its national aspects 
have not involved the detailed and constant attention which has been devoted 
to the activities in the principal sections. The full association has had 
annual meetings and occasional special general meetings as provided for in 
the by-laws. The national executive, known as the Executive Council, the 
Executive Committee or the Executive Board, had meetings from time to time 
during the year and conducted the routine business of the organization. In 
addition, the gecretary's office has done a certain amount of work in the 
collection of information of interest to the members and in its distribution. 
When any general matter of concern to members in all sections has been under 
consideration, for example the introduction of a new price structure by the 
mills, the C.P.T.A. would occupy an important position in providing a means 
for the formulation of policy by the membership and in attempting to have 
that policy accepted by the mills. 


The C.P.T.A.'s annual meetings were generally well attended by the 
merchants and records covering meetings in the post-war years show that mill 
representatives also attended. These annual meetings afforded an opportunity 
for the discussion of problems arising from different practices being follow- 
ed in different sections of the association. Although such discussions- did 
not always result in the complete removal of the cause of concern to some of 
the parties, they did assist in the establishment of an environment in which 
compromise arrangements could be worked out. 


(i411) Particulars of Membership in the C.P.T.A. 


The following table sets out the membership of the C.P.T.A. as it 
was at the time of the association's annual meeting in June 1950: 
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Table VIII 


Members of the Canadian Paper Trade Association, June, 1950. 


Name of Member Location of Principal Place of Business 
Barber-Ellis of Canada, Limited Toronto 
The Barkwell Paper Co. Winnipeg 
The Brown Brothers, Limited Toronto 
Buntin, Gillies & Company Limited Hamilton 
Buntin Reid Paper Company Limited Toronto 
Canada Paper "Yholesale™ Limited Toronto 
Clark Brothers and Company Limited Winnipeg 
Coast Paper Limited Vancouver 
Columbia Paper Company Limited Vancouver 
W. V. Dawson Limited Montreal 
Federal Paper Company Limited Montreal 
Fine Papers Limited Toronto 
W. J. Gage and Company Limited Toronto 
The Fred YW. Halls Paper Company Limited Toronto 
T. Havill Paper Company Montreal 
Hillier Paper Limited Winnipeg 
Kruger Paper Company Limited Montreal 
T. B. Little Papers Limited Montreal 
McFarlane Son & Hodgson (Limited) Montreal 
Mid-West Paper Limited Winnipeg 
John Neville Paper Company Ottawa 
Phillips Paper Co. Ltd. Winnipeg 
La Compagnie J. B. Rolland & Fils Montreal 
Schofield Paper Company, Limited St. John 
Smith, Davidson & right, Limited Vancouver 
L.-P. Turgeon & Fils Quebec 
United Paper Mills Limited Toronto 
Whyte-Hooke Papers Limited Toronto 
The Wilson-Munroe Company Limited Toronto 


Each of the firms named in the above list had a warehouse at which 
it held fine paper stocks in the city in which it is shown as having its 
principal place of business. In addition, some of the firms named had branches, 
subsidiaries or affiliated companies located in other cities, in which ware- 
house stocks of fine papers were also held. One such company was Barber-Eljis 
which had seven subsidiary companies, including W. V. Dawson of Montreal. 
Barber-Ellis, including its subsidiaries, was the only member of the C.P,T.A. 
with warehouse stocks in each of the association's four territorial sections. 
The Barber-Ellis subsidiaries were represented at the sectional meetings held 
in the places where they did business. 


Fine Papers Limited, shown in the above list as a member of the 
C.PeT.A. had a number of close business ties with Fine Papers (London) 
Limited but there was no common ownership. These two merchants shared the 
expenses and responsibilities of the membership in the C.P.T.A. which was held 
in the name of Fine Papers Limited. 


~ Sle 


In early 1950 the members of the C.P.T.A., their subsidiaries 
and affiliates held stocks of fine papers in approximately 61 warehouses 
located in 16 different Canadian cities. The location of these 61 ware- 
houses, by sections and sub-sections of the C.P.T.A., is set out in the 
following table: 


/ 
Section of the C.P.T.A. Number of Warehouses 
Maritime Section 3 
Central Section 53 


- Quebec Sub-Section 17 
- Ontario Sub-Section 16 


Prairie Section 19 
British Columbia Sectio. 6 
61 


Particulars of the cities in which members of the C.P.T.A. had 
warehouse stocks are given in Table IX which follows. This table, as well 
as showing the section or the sub-section of the C.P.T.A. in which the 
particular firm was represented, includes a column for the Quebec Fine Paper 
Council (Q.F.P.C.) which was formed in 1938. A detailed description of the 
activities undertaken in the Quebec Fine Paper Council is given in chapters 
VI and VII of this report. It may be noted from Table IX that at one time 
or another all the “uebec members of the C.P.T.A. were members of the 
Q.F.P.C., but that at no single time were they all members of both the 
C.P.T.A. and the Q.F.P.C. T. B. Little was not a member of the C.P.T.A. 
when the Q.F.P.C. was formed, and by the time it had rejoined the C.P.TA- 
McFarlane Son & Hodgson had withdrawn from the Q.F.P.C. Later, but before 
the investigation started, T. Havill also withdrew from the Q.F.P.C. and 
after the investigation started Turgeon withdrew. 
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All the firms named in Table VIII are also named in Table IX and 
were members of the C.P.T.A. in January 1935, unless it is otherwise indi- 
cated in the footnotes to Table IX. For some years, at least as far back 
as 1934, Rolland Paper Company Limited held membership in the C.P.T.A. and 
available records show that during this period it was represented at C.P.T.A., 
Central Section, Quebec Sub-Section and Quebec Fine Paper Council meetings. 
Apparently Rolland dropped its membership in the C.P.T.A. some time in 1948 
when it disposed of its interest in a warehouse in Montreal from which it 
sold fine papers in the same way as did the ordinary paper merchant. 
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III, Arrangements Among Fine Paper Mills for Non-Competitive Prices 


Arrangements to secure the establishment and maintenance of 
uniform prices and conditions of sale for comparable products of the 
fine paper mills have been made throughout the period for which infor- 
mation is available and from, at least, 1935, The price lists of the 
fine paper manufacturers in effect immediately prior to the removal of 
price controls in 1947 and at various periods since up to the time of 
this inquiry, show, in all essential respects, identity of prices and 
other conditions of sale for comparable grades of paper and also reveal 
that changes in prices in like amount have been made at the same time or 
by staggering within a brief period. That uniformity existed in prices 
announced to the trade was not denied by representatives of fine paper 
manufacturers, but it was contended that such uniformity was brought 
about by one manufacturer, usually the principal producer of a particular 
class, indicating the price he would announce and other manufacturers 
following such indication. It was also contended that the announced 
trade prices applied to only a part of the business of the manufacturer 
and that sales to some customers, particularly large buyers or those 
requiring special classes of paper, would be made at prices other than 
those contained in the announced trade lists, It was generally admitted 
that from time to time agreement hed been reached among fine paper 
manufacturers interested in the production of certain classes of paper 
as to what were described as "ancillary" charges or other factors en- 
tering into the total charges to the buyer of paper, but such admiss- 
ions did not extend to the common base mill prices, It is necessary, 
therefore, to examine the evidence in some detail in order to determine 
as clearly as possible the nature of arrangements among the fine paper 
manufacturers relating to prices and the manner in which such arrange- 
ments have operated, 


In much of the evidence, fine paper manufacturers are referred 
to as "the mills" and this term, when used in this report, may be taken 
as having the same meaning unless otherwise indicated, 


Copies of minutes of meetings of the Book and Writing Section 
for the period 1935 to 1948 were obtained during the investigation. 
These contain some references to special charges or conditions of sale, 
particularly in the minutes for earlier years, but references of this 
kind do mt appear in recent years. E, H, Smith, president of Howard 
Smith since 1946 and previously vice-president, gave the following 
evidence in regard to mimtes of the Book and Writing Section: 


"Q. Up to 1939 there were various references to prices in 
the minutes of the book and writing section; prices 
for finishing differentials, glossing charges and that 
type of thing appeared; but there was no reference after 
1939. What was the reason for that? 


A, The association felt that price discussions of any kind 


were outside the scope of the association, so we stopped 
talking about them at the meetings. 
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It was the association that took the stand that these types 
of discussions were not to take place? 


That is right. 


After 1939 were prices ever discussed at meetings of the 
book and writing section? 


Yes indeed. 

They were discussed after? 

Yes. 

Although they did not appsar in the minutes? 


Not at meetings, no, not at meetings of the books and writing 
section; I am sorry. 


They would be at meetings held afterwards? 
Subsequent, say at another time. 


In other words they had to be divorced from the book and 
writing section, or you would adjourn? 


Move somewhere else, or sometimes we went at it but not at 
the book and writing section. 


There would be a definite cleavage? 
That is right. 


Sometimes you would stay on wherever you happened to be 
holding your meeting of the book and writing section? 


Sometimes we would sit around for fifteen minutes to half 
an hour or so, sometimes we would go out for lunch together 
or meet again in the afternoon." 


(Evidence, pp. 1333,4) 


(a) Pre-Control Period 


The minutes of a meeting of the Book and Writing Section held on 


May 89, 1935 at Montreal contain one of the few instances when details of 
mill list prices were recorded in the minutes. The following are recorded 
as being represented at this meeting - Alliance, Eddy, Howard Gnith, 
Provincial and Rolland. Under the heading "Re Mimeograph Paper”, the 
following appears after certain references to listing of firms: 


Discussion arose regarding the Trade Practices covering 


the sale of mimeograph papers. Upon motion, duly proposed 


nas 


and seconded it was agreed that the following conditions 
of sale should apply and that they be inserted in the 
minutes of the meeting and copies be made for the trade 
customs booklet," 


The mimiates then set out a schedule which was amended at a 
meeting on June 26, 1935 at which J. R. Booth Limited is shown as being 
represented in addition to the companies mentioned above. The reference 
in the mimtes of the latter meeting reads as follows: 


"WIMEOGRAPH PAPERS 
COND IT TON _OF SALES : 


CONVERTERS get 84x11 or 83x14 cut and wrapped 500's or banded 
1000's at regular price as for 17x22 or 17x28. (No charge for 
cutting in making quantity, minimum one ton, when and as made) 

One ton can be divided between two sizes, 8$xll or 84x14 Loyalty 
Discount, An extra charge of .O7s¢ when cut to smaller size than 
Sixll or 83x14. 


MERCHANTS get the same conditions in the minimum quantity of 
1 case of one size &3xll or 8x14 (cut from paper in stock) L.&Q, 
discounts. 


MACHINERY HOUSES 


1. STANDARD MILL BRANDS, watermarked or unwatermarked, wove or 
laid: 


Mill list price without discount 


Sizes 17x22-17x28 48,00 per cwt. 
n  glyli-@lxl4, 8.15 =" 


The price of $8.15 arrived at as follows: 
8.00 less .124¢ non-trimming 
.123¢ non-wrapping 
plus -40¢ cutting charge, 


2. PRIVATE WATERMARK Only, minimum making orders (1 ton): 
$7.60 for flats 17x22-17x28 
Tera. Ssxll - 8x14 
and an extra .07$¢ when cut to smaller sizes. 


All orders are acceptable for not less than three tons, one 
shipment, Split shipments if desired to more than one branch 
of a machinery house must leave the mill on the same date to be 
considered as one delivery, 


Minimam quantity to any one point not less than 500 lbs. that is 
to say, we will not take, make and hold orders for a 3 ton lot 
for a machinery house, ship part and hold part. 


OTHER DIRECT ACCOUNTS 


To direct accounts other than converters, merchants and 
machinery houses 


Three (3) ton shipments mill brand, private marks or 
plain; mill list orice without discount 


sizes 17x22 ) 
17x28 ) $8.00 per 100# 


@sxl1 ) 
Sixl4 ) $8.15 per 100/ 


CONDITION OF SALES 
RE SUBSTANCE, BASIS AND COLORS OF MIMEOGRAPH PAPERS 


1, Minimum basis 18 lb. Lighter substance cannot be supplied 
for regular stock. 

2. 18 lb. basis only to be carried in stock 

3, Weights heavier than 18 lb. can be made to order only. 

Minimum 1 ton 1 size. 

4. MIMBOGRAPH 16 LB. can be supplied in 3 ton quantities, 
white only, for special orders of mill runs for shipment 
direct to a consumer, The order may be divided in sizes. 


Colours will not be supplied. 


It is distinctly understood that the consumer receiving 
such stock must use same himself, that is, it is not for 
resale. 


Tt is further understood that 16 1b. substance is not for 
merchant resale off their floors, but direct to consumer 
for consumer use only, the name of the consumer to be 
supplied. 
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In 1935, which was some years before Don Valley was acquired by 
Alliance, negotiations were carried on among Howard Smith, Don Valley and 
Eddy to secure agreement on the prices of various grades of paper known as 
cover and bristol. At this time N. E. Wainwright was president of Don 
Valley and G. A. Davidson was sales manager of Howard Smith, On November 
13, 1935 Mr. Davidson wrote to E. H. Smith in regard to the negotiations 
and his inter-office letter contained the following: - 


"Reference your letter of October 30th and in connection 
with our verbal conversation, Mr. Wainwright and the writer 
went over the schedule as previously submitted under date of 
October 16th, and in view of American competition this list 
of prices has been revised, memo of which is attached. 
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The memo of prices I consider to be in line and 
competitive with forsign product with the proposed 
changes that we have in mind in regard to qualities etc. 
There is just one exception to this and that is the price 
of Thorncliffe and Derby. Mr. Wainwright feels that this 
should not be higher than 9g. You will notice it carries 
a mark of interrogation. You will please let me know if 
this whole is satisfactory to you and I can then confirm 
it to Mr. Wainwright and we will conclude our discussions 
with the Eddy Company. You will observe we have placed 
their Bristol at the same price as Maple Leaf, which at 
the present time is being sold at Sig." 


(HS sey ) 


Negotiations were continued and on November 22, 1935 ir. Wainwright wrote 
to Mr. Smith, with reference to a letter from the latter of November Zks 
listing prices for various grades, "I am in almost complete agreement with 
you, with the exception of a few minor changes, as follows" (HS 34-3L), 


Mr, Wainwright then dealt with several matters of prices and 
delivery points and at the conclusion of his letter suggested a price for 
a grade of paper known as Post Card, Mr. Smith replied on November 23 as 
follows: 3 


"In accordance with our telephone conversations of yes- 
terday and to-day, your letter of the 22nd regarding the 
above noted, is in entire accord with my understanding, 


We are naming Toronto, Hamilton, London, Ottawa, 
Montreal and Quebec City as delivery points on Covers 
and Bristols, and are equalizing freight on the nearest 
delivery point for any outside points. 


Regarding the Falcon Index, I understand that you 
have now received my letter of yesterday's date regard- 
ing this and that the price I suggest is satisfactory. 


In connection with Post Card, I told you on the 
telephone this morning that I am a little disturbed at 
changing this price without consulting with Eddy. I 
understand that you are getting in touch with either 
Mr, Taylor or Yr. MacPherson, and in the event of the 
new price not being satisfactory to them, we would be 
quite willing to withdraw it." 

(HS 54-35) 


(the letters "HS" in the reference number of this document méan 
that it was taken from the files of Howard Smith. Other letters 
have the same Significance for other mills, merchants, etc. 

The table that appears in Appendix III shows the names of the nills, 
merchants, etc, with whom the different sets of letters used in 
the document references correspond, 
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Agreement among the three mills on the prices of covers and 
bristols involved agreement on the extent of the difference in prices 
between certain brands of paper. In connection with one of Howard 
Smith's brands of bristol, named Partridge, for which Howard Smith had 
proposed a price of 47.25, Mr. Wainwright pointed out to Mr. Smith in 
a telegram (HS 54-3G) and a letter of November 29 that it had been in- 
tended not to reduce the price of this brand so that Eddy would not 
reduce the price on one of its brands and he suggested a price of 
87.75. Ina postscript to his letter, Mr. Wainwright wrote: 


"We have since received confirmation from you, and 
also from Eddy that the price mentioned above is mutually 
satisfactory. Also, Eddy, of course, agree to maintain 
the agreed set-up as mentioned in your original letter." 


(HS 54-3E) 


On the same day, November 29, E. H. Smith wrote to Mr, Wain- 
wright: 


"Re: Bristol Prices. 


With reference to your telegram of today's date and 
our two telephone conversations regarding the above noted, 
Mr. Clarke of the E, B. Eddy Company, telephoned me regard- 
ing these Bristol prices, and after some discussion agreed 
to set up prices on Eddy Bristol as follows: 


48.25 delivered for Ontario and Quebec. 
&8.00 Mill for the Prairies and Maritimes. 
47.75 Mill for British Columbia. 


This was conditional upon our changing our price on 
Partridge to $7.75 delivered for Ontario and Quebec and 
47.50 Mill to other points. I agreed to do this and have 
so advised the trade. 


We MES er 30) 


In referring to the agreements on prices of covers and bristols 
in a letter of December 3, 1935 to E. H. Smith, Mr, Wainwright wrote that 
in view of the relationship between the prices of certain lines made by 
both Howard Smith and Don Valley, merchants in Montreal might not be dis- 
posed to carry both lines. His letter went on, "Of course, we agreed to 
these prices and will adhere to them, but if we suffer a ‘considerable loss 
of business as a result we will naturally desire to take the matter up 
with you again... ." (HS 54-3D). . 


At some time prior to the war the procedure was adopted sf com- 
piling a record of the prices and conditions of sale for the prinoipal 
lines of book and writing paper which were matters of agreement among the 
fine paper mills producing such lines, This compilation is referred to in 
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the documentary evidence as the "book and Writing Schedule" or "Book 
and Writing Price Schedule". Only one copy of the schedule was found 
during the course of the inquiry and this bears the title "Book and 
Writing Schedule" and the date November 29, 1938 (EBE 42-6). The 
documentary evidence, however, contains references to such a schedule 
as early as 1936. In an inter-office letter to G. A. Davidson, dated 
June 2, 1936 and entitled "Re: Book and Writing Price Schedule", E, H. 
Smith stated that he had had the new Book and Writing Schedule checked 
very carefully with the company's price list and he then commented on a 
number of instances which did not conform. Referring to one item, 
scribbler cover, he wrote: 


" , . » I may say that according to my records, the prices | 
shown on our price sheets were agreed upon on Dec. 16th last. 

I have a note to the effect that on that date, it was decided 

that in less than carload quantities, Scribbler Cover would 

take the price of No, 4 Book, and this is the basis on which 

our prices are set." 


| 
| 
His letter concluded: | 
| 
. 


"Will you please look into these matters and let me 
know whether our prices should be changed." 


(HS 8-15G) 


Mr. Davidson replied to Mr. Smith on June 16, 1936, the first 
part of his letter reading as follows: 


"Reference your letter of June 2nd to which you 
have not received a reply, there are several points 
which you bring to my notice that will require to come 
under review with Mr. Ecclestone and Mr. Jewett, There 
are certain phases of this which while understood by the 
committee may perhaps require to be clarified. 


Now in regard’ to Alkali Proof, as mentioned on page 
6, these are more or less in the nature of contracts and 
the prices appearing in the Blue Book do not govern, This 
is understood, that prices so listed are generally appli- 
cable for small lots and it was not thought necessary to 
table particulars in regard to contracts in which we and 
Provincial Mills are particularly interested. This may not 
be satisfactory, but it was left that way at the time," 


(HS 8-15D) 


It may be noted that R. H. Ecclestone has been sales manager 
of Rolland since 1928 or 1929 and that A. P. Jewett was for many years 
associated with the sales department of Provincial and represented this 
company at Book and Writing Section meetings. 


Mr. Davidson distinguished in his reply on June 16 between what 
may be termed general mill prices and special prices to certain customers 
under conditions permitting departures from the agreed prices. The matter 
of special prices at times led to some questioning among the miils as to 
whether price arrangements were being maintained, but since 1935 at least, 
such questioning never appears to have led to any serious disturbance of 
the general agreements on prices. On occasion, special prices would be 
agreed upon by the mills interested in the particular class of business 
and in other cases there appears to have been recognition that certain 
accounts were the customers of a particular mill and that no offers would 
be made to such accounts at prices lower than those of the mill enjoying 
the business. In connection with the latter practice, one mill would 
endeavour to inform itself as to the specia} prices of another mill in 
order to avoid the possibility of under-cutting. Various examples of 
the foregoing situations are disclosed in the evidence and illustrations 
are given later in this report. 


One reason for the exchange of information as to special prices 
was indicated in an inter-office letter which E, H. Smith wrote to G. A, 
Davidson on July 13, 1936 in regard to the Book and Writing Price Schedules 


"With reference to your letter of June 16th, I have been 
giving this matter a little thought and it seems to me that 
we should either withdraw from any agreement on the grades 
covered by this schedule, or else make it clear to Eddy that 
the price on such grades as Alkali Proof does not cover the 
contract tonnage. 


If we do not make this perfectly clear to Eddys, they 
will probably find out eventually that Lever Bros. have a 
better price, and then use that as an excuse to cut a price 
on some other grades some place else. 


I am very definitely of the opinion that this point 
should be clarified." 


(HS 8-15C) 


In an inter-office letter of September 10, 1936 to E. H. Smith, 
Mr. Davidson wrote: 


"Re: Book & Writing Price Schedule 


In reference to yours of the 9th and in re yours of 
July 13th, my recollection is that I gave you a verbal re- 
port in this connection to the effect that I had taken 
this matter under review with Clarke re Alkali Proof, ad- 
vising him of our prices in re Reid Press and Proctor & 
Gamble. 


In connection with Lever Bros., I informed him that 
we had a contract which did not expire until December 31st 
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and when this contract was open for renewal, we would 
give him such information as was necessary in regard to 
the prices we were quoting. 


We believe that this is what you desire." 
(HS 8-15A) 
E. Clarke was at this time sales secretary of Eddy. 


Another example of the exchange of information when special 
prices were arranged is found in correspondence between the Montreal 
and Winnipeg offices of Howard Smith in 1936 in regard to the prices to 
be charged certain publishers. H. S, Ramsay of Howard Smith's Winnipeg 
office had been informed of a new scale of prices for one publisher and 
in a letter of January 22, 1936 to E. H. Smith suggested that similar 
prices should be offered to another publisher (HS 54-3H). This letter 
has a marginal note apparently written by H. Crabtree, then president 
of Howard Smith, as it bears the initials "H.C.", to the effect that he 
would be agreeable only if the arrangement were made with the knowledge 
and consent of Provincial. Replying to Mr. Ramsay on February 1, 1936, 
Mr, Smith indicated that the matter had been discussed with Provincial 
as he wrote, " , . . Mr, Crabtree and I have given this matter very 
careful consideration and we have also discussed it with Mr, Jewett" ~ 
(HSW 28-12). He went on to say that the prices should apply only on 
carload purchases, 


At a meeting of the Book and Writing Section held on October 
28, 1936, at which Eddy, Howard Smith, Provincial and Rolland were rep- 
resented, the matter of litho papers was among the subjects dealt with. 
The minutes of the meeting contain the following: 
" 


(4) LITHO PAPERS: 


'The question of Litho Papers having been left in 
abeyance from the meeting held Jan. 30th, 1936, the mer- 
chants again press for solution of the conditions pres- 
ently applying to the sale of Litho papers on the basis of 
a standard price, subject to Loyalty and Quantity Discounts 
to merchants under the same conditions as apply to Book 
Papers, '! 


It was decided that the mills would sell Litho papers 
at regular prices less Loyalty Discount only each mill 
reserving the right to confine its sales and to refuse to 
sell through the merchants. 


w 
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In a letter of November 6, 1936, to Howard Smith, A. E. Cadman 
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wrote as secretary: 


"The matter of Litho Paper which was dealt with at 
the last meeting of the Section left out some important 
points which need better defining. 


Enclosed is a revised sheet made up to cover the 
item. Will you please give this your consideration and 
advise me if it meets your approval or if there are any 
errors or omissions, 


When the approval of all concerned has been received 
a new sheet will be issued. 


A reply by return mail will be appreciated." 
(HS 8-9) 


The schedule enclosed with the letter set out the regional prices for 
certain classes of litho label paper and also the conditions of sale. 


The following notice, signed A. E, Cadman, was found in the 
files of Howard Smith. It is inscribed "Effective November 24th ° 1936", 
which was the date of a meeting of the Book and Writing Section at which 
Alliance, Eddy, Howard Smith, Provincial and Rolland were represented, 
but the minutes contain no reference to the price changes listed in the 
notice: 


"Effective November 24th 1936 
BOOK AND WRITING GRADES 
EXERCISE BOOK PAPER; guaranteed till December lst 1937 


All prices increased $5.00 per ton. 


/-= ses ss @a@ se es wma wg =F fF 2B = ow 


SPEC VELLUM 


All prices increased $5.00 per ton 


ENVELOPE PAPERS 


All prices increased *5.00 per ton 
except manilla and dupiex 


EMBOSSED LINEN 


Increased $10,00 per ton 
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FE AT HERWE IGHT 
Ontario & Quebec - prices delivered 
Featherweight. White $7.50 India $8.00 
Maritimes & Prairies . . f.o.b,mill 
Featherweight. White 7.25 India 7,75 
Vancouver . .. . f.0.b.mill 
Featherweight. White 6,75 India 7,25 


All prices effective immediately 


All other prices remain firm for delivery up to January 3lst, 1937 


A. E. Cadman" 


(HS 8-153) 


A further notice, dated December 3, 1936, states with reference to feather- 
weight: 


"Please cancel the sheet sent out November 24th 
setting out new prices for Featherweight. 


Prices on Featherweight remain unchanged as set 
out on page 11, viz:- 


(HS 8-3) 


Agreement among the mills on revision of prices in the Schedule 
appears from correspondence between Provincial and Howard Smith. On Nov- 


ember 27, 1936 A. P. Jewett of Provincial wrote to E, H. Smith of Howard 
Smith: 


"I think I have discovered something that we over- 
looked the other day, 


Cur price for Cartridge Drawing on page 21C is $7.75 
per Cwt. untrimmed and in unprotected bundles and this 
price was arrived at by taking the price for No, 2 Cartridge 
Envelope and deducting the case charge and the extra 5% 
Envelope Discount. Consequently, as these two grades go 
hand in hand it seems to me that we should have advanced 
our price of Cartridge Drawing by 25¢ per Cwt. 


Will you please consider this and, if you agree, take 
the matter up with the other mills for immediate action." 


(HS 22-12B) 
In a letter dated December 1, E, H. Smith replied: 


"Re: Cartridge Drawing. 


I imagine you received in to-day's mail from Mr, 
Cadman, revised page 2l-c, changing this price to 8¢. 
This, of course, is in accordance with your letter to 
me of Nov, 27th. I checked this with the other Mills 
and they are both agreeable, 


Thank you very much for bringing this up." 
(HS 22-124) 


A distinction between accounts which were open to any mill 
to solicit competitively and those which were regarded as protected is 
indicated in an inter-office communication of December 17, 1936 to H. 
Crabtree and E, H. Smith of Howard Smith and written apparently by R. B. 
Hall. The letter refers to discussion with Mr, Jewett (Provincial) in 
regard to the possibility of Howard Smith sharing the business of a 
publisher with Provincial and concludes: 


"Strictly speaking, our position is quite clear, This 
account does not appear on either the Provincial list or our 
own list of accounts that are to be protected. It is open 
business, available to whichever mill is successful in 
securing it. ‘Whether we do, or do not secure a share of 
this business, I feel sure it will not in any way affect 
the effort that Provincial put forward to get all the 
business they possibly can." 


(HS 49-1C) 


Discussion among the mills in regard to an increase in prices is 
indicated in an inter-office communication of Howard Smith addressed to H. 
Crabtree and apparently written by EZ, H. Smith, as the copy bears his 
initials. The first part of this letter, which is dated March 10, 1937, 
reads as follows: 


"Re: trices. 

I had a session with Rolland a day or so ago regarding 
prices, and I was pleasantly surprised to find Mr, Jean 
Rolland much more reasonable than I had expected. 


After considerable discussion, we finally got down to 
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the point where he recommended the following increases: 


No. 4 Bond - up to $10.00 per ton, 

Nos. 1, 2, 3 and 5 Bonds, no change. 

Nos, 6 and 7 Bonds, Envelope Papers, Stationery, 
and also all sulphite grades excepting, of 
course, Book, - up $5.00 a ton. 


These increases sound all right to me. No. 4 Bond will 
certainly stand 1/2¢, as the American price on a 25% rag 
content bond is $13.50 less 3%. This would lay into Canada 
at about $16.50 and our proposed new price on No, 4 would be 
15¢ less discounts. Further, Genoa is not a particularly 
profitable line at the present price. 


No, 5 Bond has been left where it is because Hammermill 
is still selling for %7,65 in the States, and our price on 
Progress of $10.75 less discounts, is plenty high enough, . The 
$5.00 increase on the sulphite grades is just about comparable 
with increases in pulp costs. 


The Book and Writing meeting which was originally called - 
for the 16th has been postponed for the 23rd because Mr, Jewett 
will not be back until the 18th or 19th, and it is possible 
that it may be postponed a further few days. I think this works 
in all right, as Ido not like the idea of having a meeting in 
the middle of the month and deciding at that meeting on prices 
which will not become effective until the end of the month, 


I anticipate going to Toronto next week and will try to 
see Mr, Duncan and Mr. Wainwright while there, and discuss 
their respective grades with them, 


I have no particular thoughts in mind in regard to’ Book 
Paper, but in regard to Cover and Bristol, I think that we 
could well put up prices %5,00 a ton, Blottings, I think 
should probably remain as they are, although we might be able 
to increase them $5.00 as well as the other grades. 

w 


(HS 28-4) 


Mr. Duncan was at this time president of Provincial and Mr. Wainwright was 
president of Don Valley. 


A meeting of the Book and Writing Section was held in Montreal 
on March 23, 1937 at which Alliance, Eddy, Howard Smith, Provincial and 
Rolland were represented, but the minutes contain no reference to mill 
prices of paper. A copy of minutes of a meeting of a merchants! committee 
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and representatives of the book and writing mills on March 23, 1937 was 
found in the files of Howard Smith. These minutes record the follow- 
ing with respect to quotations of prices: 


"On the matter of price changes and quotations the 
following method of procedure was drawn up and given to 
the merchants. 


'March 23rd, 1937 


‘Prices are subject to change without notice and all 
orders to be subject to price at which booked must 


specify a shipping date not more than 30 days in ad- 
vance, 


” 


(HS 7-18) 


A notice signed A, E, Cadman and dated April 2, 1937 sets out 
an increase in the price of exercise book paper as follows: 


"Price of Exercise Book Paper is advanced by + 
cent per lb. ($5 per ton), effective immediately. 


It is understood that the new price will be 
charged to all customers but that firms which are in- 
terested in school contracts may be advised that if 
orders are marked 'to apply on School Contracts! the 
old price will apply." 


(HS 7-15) 


A letter of June 10, 1937 from A. E. Cadman to E, H, Smith 
refers to a new Book and Writing Schedule, This letter reads: 


"Enclosed is a new Book and Writing Schedule, Will 
you please take from it the necessary items and return 
this copy to me at your earliest convenience," 


(HS 7-12B) 


A marginal hand-written note on this letter sets out the date of the 
schedule as flay 27, 1937. Mr. Smith's secretary replied to Mr, Cadman 
in a letter of June 17, 1937: 


"I am returning herewith the copy of the new Book 
and Writing Schedule which you sent iy, E, H. Smith with your 
letter of June 10th. I have made the necessary correct- 
ions," 


(HS %& 12h) 
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In 1938 fine paper prices became subject to downward pressure 
resulting from depressed pulp and paper prices in other countries, in- 
cluding the United States. An illustration is afforded by an inter- 

| office letter written on June 14, 1938 by E, H. Smith to W. H. Aird of 
| Howard Smith's Toronto office: 
| 


"Re: Burt Business Forms, 


Mr. Caesar of the E, B, Eddy Co. just called me up 
to say that he thought they might find it necessary to 
revise their price to somebody in competition with Burts; 
that he wished to discuss the matter with me to get our 
views. 


I told him the prices that we were charging Burts 
and also that we had been able to satisfy them to main- 
tain the present prices by selling them on the idea that 
a revision in their price would affect the whole paper 
market. 


Mr, Caesar was not quite sure what action he would 
take but he did promise to let me know before doing any- 
thing. 


He expects to be in Toronto next week at the Super- 
intendents' Convention, when he may discuss the matter 
with Mr, Crabtree. I told him that if he was unable to 
get hold of Mr. Crabtree that you would be available, 
and that you were thoroughly familiar with all the details 
of this account. 


While he did not promise, he intimated that he 
might get in touch with you if he could not reach Mr, 
Crabtree. 


In any case, you had better keep your eyes open as 
we certainly do not want Richardson, Bond & Wright to 
get any better deal than we give Burt." 


(HS 46-2C) 


The following is an extract from a letter dated June 29, 1938 from Mr. 
Aird to Mr. Smith on the same subjects: 


"Mr, Caesar mentioned to me last week at the Royal 
York that if we stood pat on our prices to Burts that 
they would on their prices to their customers. I, 
therefore, interviewed Mr, Clarke and again our 
customers are willing to play along with us for the 
third quarter on the same basis as during the second 
quarter and I cannot express too strongly the very 
fair and friendly attitude of Mr, Clarke on the 
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question of prices to apply on their contract, which 
is a most important one to them and to us. 


Mr, Hobson will follow the matter up officially with 
Mr, Cuthbertson immediately." 


(HS 46-24) 


This letter was written one day after the Book and Writing Section held 
a meeting in Ottawa. On the same day as the meeting, which was attended 
by Alliance, Eddy, Howard Smith, Provincial and Rolland, the merchants 
were informed that the mills anticipated no price reductions "before 
September Ist, if then" (HS 14-6D). Apparently the mills were able to 
hold their price line until September 1, 1938, for on August 31, 1948 
A. E. Cadman sent out a notice listing reductions in prices for certain 
grades of bond, ledger, writing, railway tariff, offset and mimeograph 
papers, The reduction given for bond and ledger papers was %12.00 per 
ia pang effective on September 1, as were the other reductions 

HS 14-7). 


Another copy of this notice, also found in Howard Smith's files, 
has the hand-written note, "This was sent out following our meeting on 
Aug. 28." (HS 14-6C). There are no minutes of a meeting of the Book and 
Writing Section for August 28, 1938, which was a Sunday, but there are 
minutes of a meeting on Tuesday, August 30, 1938, which do not contain 
any reference to reductions in mill prices, 


Apparently the new prices were put into effect as the same list 
of price reductions and the same effective date are shown in a notice on 
the letterhead of Howard Smith (HS 30-14), which gives some of the 
company's designations for the classes of paper described in trade terms 
in the notice of A. E, Cadman. 


That the reductions in prices were arranged among the in- 
terested mills is indicated in correspondence between Howard Smith and 
Eddy in November 1938, On November 10 E. H. Smith wrote to J. F, 
Taylor of the Eddy company and, after referring to a break in sulphite 
prices in the United States, said: 

" 


This, of course, brings forcibly to our attention 
the question of what we are going to do with our prices, 
and while the next Book and Writing Meeting is a little 
way off yet, it seems to me we should give some consid- 
eration to the matter with a view to crystalizing our 
own ideas, 


(EBE 77-1A) 


«52 = . 


Mr, Taylor replied on November 12, 1938 and said, in part: 


We quite agree with you, in view of the break in 
sulphite bond prices in the U.S.A. and to importations, 
that the question is what are we going to do about 
prices, You will doubtless remember that when we made 
the last reduction of $12.00 per ton, that most of us 
were in favor of a greater reduction, if I remember 
correctly of $22.00 per ton, but owing to Mr, Rolland's 
stand, and in the hopes and expectation that business 
would get better in the U.S.A., we decided on a $12.00 
reduction." 


(HS 28-2E) 


In a memorandum of November 18, 1938 to W. S. Kidd, then general 
manager of Eddy, J. F. Taylor, sales director of the company, referred to 
discussions between Eddy and Don Valley on the question of reducing the 
price of Mohawk bristol by $5.00 per ton and said, in part: 


"After discussing the situation very fully, I 
approved of the reduction and on the understanding, 
as suggested by Mr. Wainwright, that the fine paper 
merchants should also make a reduction of 10% in their 
mark up." 


(EBE 82-1) 


He then went on to say that he had called the secretary of the Canadian 
Paper Trade Association who suggested that no change be made and Mr, 
Taylor concluded this point by saying, "In the meantime, nothing is to 
be done by Don Valley or ourselves regarding making the reduction re- 
ferred to." 


The next meeting of the Book and Writing Section following E. 
H, Smith's letter of November 10, 1938, referred to above, was held on 
November 29 and, although the minutes contain no reference to a general 
price change, it is evident that decisions as to prices were taken as 
of that date. An Eddy office memorandum with the date December 3, 1938 
lists a number of grades of sulphite bonds, mimeograph, envelope, exer- 
cise, book, litho, offset, etc., and shows price reductions as of Nov- 
ember 29 ranging from $2.00 to $15.00 per ton (EBE 42-1). On November 
30, 1938 A. P. Jewett of Provincial wrote the following letter to J. F. 

Taylor of Eddy: 


"With regard to miscellaneous Groundwood lines in 
which we are both interested and which were not discussed 
yesterday. 


We suggest that we leave our present prices un- 
changed for these grades, including our Kent Mimeo, 
Halftone, Colored Groundwood Poster, Groundwood 
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Catalogue, etc. etc. We shall be glad to have you 
concur in this. 


I might add that the writer has to-day told 
Ivan Moffitt of the Canadian Paper Trade Associat- 
ion that it was unlikely that there would be any 
alteration in the schedule of these lines." 


(EBE 81-1A) 


An Eddy memorandum, dated January 4, 1939, shows that in this 
period of generally declining prices there had been discussions among 
the mills for the purpose of maintaining a common price on road map 
sulphite: 


"ROAD MAP SULPHITE 


The price on this grade is $7,35 per cwt. No 
reduction was made at the Meeting held on November 
29th, 1938, when prices on Sulphite grades were re- 
duced. 


In talking to Mr. Geo, Davidson of the Howard 
Smith Paper Mills on November 9th, 1938, he advised 
me they were quoting on the basis of the $7.35 price, 
the quotation to stand firm to March 31st, 1939, 


January Ath, 1 = 


Mr, Taylor asked me to call up Ned Smith and ex- 
plain that since my conversation with Geo. Davidson, 
referred to above, there had been a drastic reduction 
in the prices of Sulphite Papers, and to intimate we 
would favour a reduction of $5.00 per ton. I did this 
and Mr. Smith stated all the Mills were interested - 
Eddy's, Provincial, Rolland and Howard Smith - and that 
he would prefer to discuss the matter at the next meet- 
ing to be called, probably on January 17th, but that in 
the meantime, he would check up to see that all Mills 
are holding firm to the $7.35 price until then." 


(EBE 64-22) 


Agreement between Eddy and Don Valley on new prices for certain 
papers in which both compamies were particularly interested is indicated 
in a letter of November 30, 1938 from N. E, Wainwright of Don Valley to 
J. F. Taylor of Eddy. Mr. Wainwright wrote in regard to ticket stock, 
postcard and bristol papers for which he listed prices, prefacing the list 
as follows: 


"After speaking with you over the telephone we are agreed 
on the following prices:-" 
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Mr, Wainwright's letter concluded: 


"Tag Prices - I have not been able at the present 
time to get in touch with Mr. Pauline of Alliance, but 
as soon as I can do so I will advise you." 


(EBE 70-4A) 


Further indication that general agreement on the prices of 
book and writing papers was reached on November 29, 1938 is given by 
the fact that the copy of the Book and Writing Schedule, to which ref- 
erence has already been made, bears the date November 29, 1938. This 
document consists of 41 pages listing prices or conditions of sale for 
various classes of bond, ledger, writing and book papers and related 
lines and two index pages. Details of discounts common among the mills, 
basis of delivered prices, classification of certain customers and other 
matters of common arrangement were also included in this copy of the 
Book and Writing Schedule. In some cases, such as sulphite bonds and 
ledger papers, the brand names of the manufacturers are grouped undor 
the particular grade of paper and one price shown in the classifications 
for colour or territory. In other cases, such as that of exercise book 
paper, a schedule of prices and conditions of sale is set out without 
brand descriptions. 
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Reference has already been made to revisions being made in 
particular pages of the Book and Writing Schedule. Notices of such 
revisions appear to have resulted from decisions by the mills to change 
the prices or conditions of sale applying to a particular paper or from 
the detection of errors. An example of the latter is the followi 
notice signed A. E. Cadman and dated December 7, 1938: 


"NOTES ON B. & W. Schedule 


On page 31 ..... ‘Cartridge Drawing! 
the price for Regina & Saskatoon should read --$9.10 


not $9.15 as given 
The price is $1,00 above the Ontario & Quebec price. 


Page 5 


Please delete the line 'no quantity discount' 
Writing Manilla was made subject to Quantity Discount on 
June lst 1938. 


This should also be corrected on page 35 where the 
present list specifically excludes manilla writing." 


(EBE 42-4) 


The conditions in the fine paper industry in 1937 and 1938 
were reviewed by R, H. Ecclestone in the following manner, when he made 
his report as chairman of the Book and Writing Section at the annual 
meeting of the C.P.P.A. in January, 1939: 
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"You will recall that in 1937 the fine paper mills 
enjoyed advancing prices and stable conditions for the 
first seven months, followed by an abrupt change when 
pulp prices broke. Due to the fact that the mills did 
not take full advantage of the rising pulp prices but 
advanced prices very conservatively, prices were main- 
tained throughout the remaining months of 1937 and the 
mills entered the new year with optimism and the feeling 
that they could hope for improvement in the weakened 
market situation. However, as the months of the new year 
unfolded they were doomed to disappointment and instead 
of improvement, there were further pulp price reductions 
and very depressed paper prices existed in other coun- 
tries, particularly in United States, Canadian prices 
had to be reduced and the mills finished the year with 
little hope for immediate improvement. Despite the fact, 
however, that the twelve months produced a buyers! market 
condition, and foreign competition was very keen, I thirk 
we can say with some satisfaction that the mills weathered 
the storm in a very satisfactory manner," 


(Proceedings Twenty-Sixth Annual Meeting 
Canadian Pulp and Paper Association, 
Montreal, January 27, 1939 - p. 27) 


radford Ellison became general sales manager of Eddy 
on July 1, 1939. At a meeting of the Book and Writing Section in 
Montreal on September 13, 1939 which Mr, Ellison attended and at which 
Alliance, Howard Smith, Provincial and Rolland were also represented, 
some question appears to have arisen as to the policy of Eddy, as Mr, 
Ellison wrote the following letter to officers of the other companies 
the next day: 


"Returning to this office today, under the sting 
of humiliation and embarrassment which I experienced 
yesterday in Montreal, at a meeting of the Book & 
Writing Section, I took the first opportunity to ex- 
amine our conduct of sales as it has to do with Assoc- 
lation prices, 


I found variations and infractions, Upon demand- 
ing an explanation, I was informed that they were 
justified by similar competitors' infractions and 
because of so called ‘open accounts'. I immediately 
phoned one of the other Mills for an explanation of 
‘open accounts!, and asked how there could'be ‘open 
accounts' when the Association Schedules made no pro- 
vision for same, I was informed by this competitive 
Mill that there was quite a list of accounts consid- 
ered as 'open accounts!, and to whom infractions of 
schedule were commonly made, 
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After obtaining this information, I now write you 
this letter to request that you furnish me in courtesy 
and fairness, and as a fellow member of the Association, 
a full and complete list of all accounts which you con- 
sider as ‘open accounts', and to whom you extend any in- 
fractions, deviations, or concessions in prices, con- 
ditions, or terms, from the Association Schedules, This 
request I feel is entirely justified if for no other 
reason than to enable me to protect myself against such 
an experience as I went through at the Book & Writing 
Section meeting yesterday. 


I understand that such a list as I request has never 
been filed by the fellow members of the Book & Writing 
Section or by the members of the other Sections of the 
Association, nor has such a list ever been filed, I under- 
stand, with the Secretary of the several Sections of the 
Association, 

v 


(EBE 75-1) 


Mr. Ellison went on to stress that if he was expected to "play ball", 
he was entitled to a complete list of deviations from the schedules, 
and to suggest that such lists be filed by all companies with the 
association secretary and be open to inspection. 


Eddy's copy of this letter has the following handwritten 
note: 


"Mr, Duncan (Provincial) phoned at 4 p.m. 15/9/39 in 
reply stating he was tearing my letter up and did not 
care to furnish such a list." 


J. P. Rolland, vice-president of Rolland replied to the effect 
that some accounts, due to conditions going back many years, were re-~ 
ceiving concessions by way of quantity prices for less than quantity 
orders and expressed willingness to list such accounts, on behalf of 
his firm, with the secretary if "you and other members of the assoc- 
jation decide that it would be a good idea" (EBE 752). 


E, H. Smith of Howard Smith replied on September 16: 


"First of all, I want to thank you very much indeed 
for the offer of co-operation contained in your letter 
of Sept. 14th, and I want to assure you that so far as 
our Company is concerned, and this includes Canada Paper 
Company, we are willing to co-operate with you to the 
very fullest extent. Ido not know what the attitude of | 
the other mills in the Section may be, although I am in- 
clined to believe that they will be just as glad to co- 
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Operate as we are, but regardless of what action they 
may wish to take, we are definitely willing to lay all 
our cards on the table with you provided, of course, 
that you will do the same with us. 


There are, to my knowledge, quite a lot of infract- 
ions in the Book and Writing Section, with most of which 
I think your Company is familiar, and there are probably 
some infractions of which I know nothing. For instance, 
certain envelope accounts are sold at the carload price 
regardless of quantity, I think there is a clear cut 
list of these accounts with which everyone is familiar. 
The same thing applies to certain purchasers of exercise 
book paper. 


All the mills in the Book and Writing Section have 
a certain number of what are known as ‘direct accounts’, 
These accounts are generally large printers, litho- 
graphers or stationers, who, for one reason or another 
have, over a period of many years, been allowed to buy 
bond yapers direct from the Mill in quantities less 
than those specified under the 2 and 3 ton arrangement. 
This situation is well known to all mills and to the 
merchants as well, and as a matter‘of fact, some few 
years ago, each of the mills gave a list of their accounts 
to the Secretary of the Book and Writing Section, who 
in turn passed the list on to the Secretary of the Canadian 
Paper Trade Association, 


So far as I know, no mill or merchant has ever seen 
the complete list but we are at liberty to ask the Sec- 
retary of the Book and Writing Section whether any speci- 
fic account appears on the list. 


As a matter of fact, a year or so ago, iI worked 
out a scheme to get rid of these accounts, but this scheme 
fell through due to a luke-warm attitude on the part of 
some of the mills and to an absolute refusal by your 
Company. 


Another thing is that publishers of magazines are 
generally regarded as open accounts, Most of these 
accounts are catered to by Provincial or ourselves and 
each Company knows the accounts serviced by the other. 

We would not quote one of Provincial's accounts without 
checking the price with them and they do the same insofar 
as our accounts are concerned, 


Now while, as I stated above, I am entirely willing 
to play ball with you, I honestly do not believe that 
this matter can be handled by correspondence, It seems 
to me that the only thing to do is to get it lined up for 
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an open discussion at a meeting, and I will gladly come 
to such a meeting prepared to give any information re- 
garding special accounts and infractions of the regulat- 
ions generally, insofar as our Company is concerned. 


If, in the meantime, you would like to go into the 
matter with me, let me know a few days in advance so that 
I can collect the necessary data, and I will willingly go 
into it with you at any time. 


There is just one other word I would like to add and 
that is, that I honestly do not see why you should have 
felt humiliated or embarrassed at the last meeting. The 
question that was brought up had been done long before 
you had any connection with your Company's sales policy; 
you came across with a definite answer and I, personally, 
feel very grateful for the frank way in which you answered 
the question,” 


(EBE 75-3) 


Tt is evident from this correspondence that departures from 
schedule prices were regarded as exceptions to the common prices 
agreed among the mills and that such deviations were made on a basis 
or under conditions recognized by the mills and a matter of under- 
standing among them. 


A change in the system of pricing book papers, so as to es- 
tablish a scale of differential quantity prices, was decided on by the 
mills in 1939 and put into effect when the prices of fine papers were 
advanced in January 1940. The system in use up to this time had been 
a common mill price from which certain quantity discounts were pro- 
vided in specified circumstances, On May 3, 1939 A. E. Cadman wrote 
as follows to E, H, Smith: 


"At the last meeting of the Book and Writing 
Section, Mr, Jewett undertook to prepare a suggested 
set-up for book papers along the lines of the set-up 
adopted by the Coated Paper Mills. 


A copy of this suggested set-up is enclosed here- 
with and this matter will be placed on the agenda for 
the next meeting of the Section." 


(HS 40-2) 


The memorandum enclosed set out two scales of prices which 
were described "Prices to Merchants Only" and "Prices On All Sales 
Other Than to Merchants" (HS 40-2), Mr, Jewett described the proposal 
as a suggestion only and it was modified as the discussions proceeded, 
By December 1939 the basis of the new arrangement for prices of book 
paper appears to have been decided upon, In an inter-office letter of 
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December 11, 1939 to W. H. Aird and G. A. Davidson, E, H. Smith wrote 
that he had checked one point with Mr, Jewett and that in view of the 
explanation the book paper set-up appeared to be on a satisfactory 
basis (HS 40-14). Some handwritten notes filed with the copy of the 
foregoing letter appear to cover matters discussed by Mr. Smith with 
Mr, Jewett. These notes record that the book set-up is "OK" with 
Howard Smith. Under the heading "Prices generally" the following 
note appcars: 


"Provincial consider $10/ton likely but appear quite 
willing to consider less." 


(HS 40-1A) 


A notice of Howard Smith dated December 29, 1939 lists increases on 
various classes of fine paper effective January 2, 1940 (HSW 31-5). 


The introduction of the new price basis for book paper is 
described as follows in a memorandum dated August 4, 1941 prepared by 
J. L. Patenaude of Howard Smith: 


"At the beginning of 1940 a new price set-up was 
established for Book, Offset and Text Papers. 


The system established then was on a double price 
basis. Merchants! prices were established in three 
brackets, namely, a price for one ton, five tons and 
eighteen tons. 


However, the system was found to be cumbersome in 
that two separate prices had to be referred to all the 
time and considerable difficulty was experienced in 
handling differentials. 


In July 1940 the system was devised of applying 
discounts to the Trade price when the prices were to 
apply on sales to Merchants. 

" 


(HS 101-7E) 


The further change in the system of prices for book paper 
made in July 1940 took place in connection with a general increase in 


-the price of fine papers. A meeting of the Book and Writing Section 


was held on June 25, 1940 at which Eddy, Howard Smith,. Provincial and 
Rolland were represented. On June 26, 1940 G. A. Davidson of Howard 
Smith sent a confidential memorandum to H. S.. Ramsay of Howard Smith's 
Winnipeg office stating he was enclosing a list of "price increases 
which will become effective July 22nd" (HSW 31-7A,B). Although the 
amount of the increase was shown for various writing papers, the list 
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of book papers was followed by the note "new set up", 


With reference to the same matter, A. P. Jewett of Provincial 
wrote to Mr. Ellison of Eddy on June 27, 1940: 


"As discussed at the Meeting of the Book and Writing 
Section the other day, I have seen Ivan Moffitt and asked 
him to figure out the prices to go under column re in 
the new Book Paper schedule and this he has done. 1) 


(EBE 58-140) 


The manner in which the new structure of prices for book paper | 
would be applied was the subject of 2 letter from E, Clarke of Eddy to 
E. H. Smith on January 30, 1940. Mr. Clarke wrote: 


"Referring to our telephone conversation of today, 
regarding Book Paper Trade prices for the West; we are 
adopting the same plan as you are in the event of re- 
ceiving any orders for Book Papers for Western Canada, 


How are you handling orders from Converters in 
Eastern Canada for Book Paper in rolls and sheets? 
We have been applying the Trade prices, although it 
does seem to us that as Converters previously bought 
Book Papers on practically the same basis as Merchants, 
it would seem to work a hardship to the Converter to 
apply Trade prices from now on. 


I would appreciate your views in this matter at 
your convenience, .. .' 


(EBE 58-4A) 
Mr, Smith replied on January 31: 


"Replying to your letter of the 30th, any orders 
that we get from converters in Eastern Canada for Book 
Paper are being priced at the Trade prices for the 
quantity involved, and in no instances do we allow 
Loyalty Discount on Book Paper except to merchants. 


I naturally agree with you that this represents 
a substantial increase in price, but so far as I know, 
there is no provision in our set-up for any inter- 
mediate price, and so far, I have run into no object- 
ions on the new set-up." 


(ERE 58-4) 


(l)nder the bracket system of pricing the mills show, for certain 
book papers, prices for less than the usual one ton minimum quan- 
tity. When these prices are for sales of between 500 and 999 lbs., 
they are shown in "A" column, They are the same as shown in the 
merchants! price lists for ex-warehouse sales, 
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Although no edition of the Book and Writing Schedule later 
than November 29, 1938 was produced in the inquiry, a reference to it 
in correspondence between £, Clarke of Eddy and A. E. Cadman in 1940 
indicates that such a schedule was continued as a record of common 
prices for certain papers, Ina notice dated May 29, 1940 and signed 
A. E, Cadman, information was given with respect to a change in the 
amount of freight which would be added to the Ontario-Quebec prices 
of Highway tablet for shipment to Western Canada in view of the fact 
that Provincial would be making this paper at its Port Arthur mill 
(EBE 49-10D). On May 31, 1940 a further notice, signed A, E, Cadman, 
stated that the change was not being made for the time being and that 
members would be advised if any change were made (EBE 49-100). On 
June 1, 1940 E. Clarke of Eddy wrote as follows to A. E, Cadman: 


"Referring to your circulsr letter of May 31st; 
what we are desirous of knowing is whether Provincial 
are adhering, and will adhere until further notice, to 
the following prices on this grade of paper in the 
Prairie Provinces, as outlined in the Book and Writing 


Schedule: - 
ass oe c) 
Winnipeg LY $8.30 $8.80 
Regina & Saskatoon oe 8.55 9.05 
Calgary & Edmonton a 8.80 9.30: 


All the above prices are F.0.B, Mill, carload freight 
and cartage allowed. 


If you can get this information from Provincial and 
advise us, we will greatly appreciate it." 


(EBE 49-108) 
Mr, Cadman replied on June 4: 


"Highway Tablet 


In this matter I have talked to Mr. K. Toy and he 
states that the Provincial will adhere to the present 
schedule until further notice to all concerned; i.e. 
exactly as stated by you.” 


(EBE 49-10A) 


(bd) Wartime Controls 


The fine paper industry did not become subject to direct gov- 
ernment economic controls in any significant detail until the general 
price and supply control action of December 1, 1941. Maximum prices of 
fine papers were established, under the regulations for the over-all 
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price ceiling, as the highest prices at which the individual firm made 
sales during the basic period September 15 to October 11, 1941, Con- 
trol of maximum prices of fine papers was maintained under the wartime 
regulations until 1947 and no adjustments in ceiling prices were made 
until 1946. Under Order A-1925 of the Wartime Prices and Trade Board, 
effective April 1, 1946, maximum prices of fine papers were increased 
for various categories by $8.00 to $12.00 per ton at the mill level. 
In January 1947 price ceilings on rag grade bond papers and surface 
coated papers and boards were suspended and the maximum prices of 
fine papers remaining under control were increased further by %15.00 
per ton by Order A-2220, effective January 13, 1947. This order re- 
mained effective until April 2, 1947 when price ceilings on the fine 
papers covered by it were also suspended. 


Apart from the price ceiling, wartime control measures in 
relation to fine papers were directed principally to conserving and 
maintaining supplies and providing for equitable distribution of avail- 
able production and stocks. A Book and Writing Administration was es- 
tablished under the Wartime Prices and Trade Board and A. P. Jewett, 
who was appointed Administrator on December 1, 1941 served throughout 
the period of control. Under the authority of the Wartime Prices and 
Trade Board, action was taken through series of Administrator's orders 
to secure greater utilization of available resources by directing 
various measures of simplification. Maximum weights were established 
in the case of certain papers and limits of sizes, types; colours and 
finishes generally, applied to the manufacture of book, writing and 
specialty papers. Controls were also established over the stocks of 
book, writing and specialty papers which a purchaser might acquire. 
The simplification measures for the manufacture of fine papers were 
largely consolidated in Order A-1000, effective January 1, 1944. 

This order remained in effect for some months after price ceilings 
were suspended and was not revoked until September 11, 1947. 


| 
{ 
| 
During the period of wartime controls, as has been mentioned, 
prices and other conditions of sale were subject to close government 


regulation; specifications were restricted; distribution was largely 
controlled; and many other aspects of the industry were also removed 
from the field of private determination. This would appear to explain 
the break in the chain of documentary evidence, although there is 
sufficient to indicate that, within the limits imposed by government 
controls, the arrangements continued as before. During this period 
the meetings of the Book and Writing Section which were held from time 
to time were largely concerned with matters relating directly to con- 
ditions arising from control requirements and wartime shortages. 


(¢) PosteControl Period 


The intervention of wartime price control in December 1941 
led to the suspension of negotiations that had been going on among the 
mills and between the mills and merchants looking to the revision of 
the common basis of pricing book papers and bond, ledger and writing 
papers. When it became evident in 1945 and 1946 that the removal of the 
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price ceiling could be anticipated, steps were taken to proceed with 
the development of new arrangements for pricing which could be made 
effective after controls were removed, 


In an inter-office letter of October 1, 1945, J. L, Patenaude 
of Howard Smith wrote to E, H. Smith: 


"Ready Reckoner 
Book - Offset - Text 


‘ During the Spring and Summer of 1941, we had been 
working on a Ready Reckoner covering book, offset, text, 
prices. 


The situation on August 4th, 1941, was that we had 
this all lined up ready to submit to the Pulp and Paper 
Association with a view of having the whole Association 
adopt the Ready Reckoner and at the same time of course 
have them make certain changes in the Trade Custom to 
agree with the changes to be made in the price set-up due 
to the establishment of the Ready Reckoner. 


The Government's Policy on price-ceiling interfered with 
this and the matter was then shelved. 


Ido not know whether it is too soon yet to take this 
matter up again. 


Possibly you may have this in your own follow-up, 
however this came up in my own follow-up and I thought 
it would be a good idea to bring it again in front of 
you as it may not be too soon to get all the companies 
in the Association working on this so that in the event 
of a price change, we would be ready to work on the new 
basis," 


(HS 101-7F) 


On March 15, 1946 E. H. Smith of Howard Smith wrote to W, H, 
Aird at the Toronto office of the company in regard to "Price Set-up 
Book, Offset and Text", In his letter Mr. Smith wrote: 


e ° e 


In regard to Mr. Patenaude's price proposals, I do 
not suppose we will be able to implement all of them until 
such time as the price ceilings were removed, Therefore, 
there is no particular rush about your studying them, 


However, I think this whole question of pricing is an 
important problem not only on Book Papers but also on Bond 
and it is something to which I think you should devote a 
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good deal of thought so that we will know what we want to 
do well in advance of the time when we are again permitted 
to set our own prices, As I am sure you appreciate, a 
change in the price structure is not the sort of thing you 
can do in a day or two while making a price change." 


(HS 101-74) 


At the annual meeting of the Canadian Paper Trade Association 
held in May 1946, the Mills Relation Committee of that association was 
requested "to re-open negotiations, which due to conditions had to be 
discontimied in 1941, to develop a fair and equitable revision of the 
direct shipment structure" for bond, ledger and writing paper. 


The system of pricing for direct mill shipments on bond, 
ledger and writing papers which was in effect at this time had been 
developed many years before the war and included what was described 
as the "two and three ton arrangement", The quantity of two tons re- 
ferred to high grade bond paper and the three tons to sulphite bond or 
writing papers, Customers buying in these quantities could purchase at 
mill list prices from merchants and, if they were recognized as direct 
accounts by the mills, such customers could place direct mill orders, 
In addition, certain customers were given a preferred position and 

_could buy in lesser quantities at the tonnage prices. The situation 
was described as follows in a Howard Smith memorandum of March 4, 1948: 


For a number of years it has been realized that under our 
old system there was a discrimination. Certain preferred 
accounts received preferred treatment which, whilst fav- 

ourable to them, was unfair to all others and these were 

the vast majority of the Trade who did not enjoy the same 
buying privileges. 


Furthermore, the number of preferred accounts sold by us 
direct or through the merchants was increasing. It was 
common knowledge that a list of selected accounts existed 
and pressure was constantly being exerted to throw things 
wide open or to correct conditions that were obviously un- 
fair and put everyone on the same competitive basis. 


Prewar it was realized that this was not a soynd or healthy 
condition, but with the advent of war and the Government 
price controls, nothing could be done about it. Nor, 
immediately on the cessation of price controls was it 
deemed advisable to make an immediate change or to make 

any change before long and careful study had been given 

to working out a system that would be equitable. 


+ 


on attee (HS 18-2) 


BS Up 


The proposals for a new structure of pricing for bond, ledger 
and writing papers contemplated a scale of quantities which would be 
recognized by both mills and merchants and quantity prices which would 
be the same for direct mill shipments whether the sale was made on 
direct account by the mill or whether the order was placed through a 
merchant. A tentative proposal for a new price scale was circulated 
by the Mills Relation Committee of the C.F.T.A. ina letter dated 
August 14, 1946, which contained the following comment: 


"Two basic conditions underlie this proposal: that 
Merchants and Mills will apply the conditions of the 
arrangement, without exception, to all accounts buying 
under it; and that direct shipment structures will be 
adopted in all territories. It provides for a substant- 
ially better average gross margin than under the present 
two and three ton list." 


(EB: 29-6) 


It appears that when merchants sold on the two and three ton 
basis at mill list prices, their margin consisted of the loyalty dis-~ 
count of 5 per cent and a quantity discount ranging up to a maximum of 
24 per cent. The tentative proposal set out in the letter of August 
14 was based on the continuation of the over-all loyalty and quantity 
discounts at their existing rates by the mills. It contained also the 
following mark-up rates: 


Quantities 
Rag Grades Sulphite Grades Mark-Up 
20,000 lb. 36,000 1d. Mill base price (merchant securing loyalty 
and quantity discounts) 
6,000 lb. 10,000 1b. Mill base price, less loyalty, plus 7$ per cent 
3,000 lb. 5,000 lb. Mill base price, less loyalty, plus 10 per cent 


The proposal also provided for ex-warehouse shipments of one 
ton by merchants at a mark-up of 18 per cent for eastern territories as 
compared with the then prevailing mark-up of 23 per cent on sales of 
1,000 lbs. and over. It will be noted that the proposal outlined to the 
merehants by their Committee provided for larger margins than before on 
the sale of 4,000 and 6,000 pounds which were previously the minimun 
quantities for direct mill shipments. 


The merchant and mill groups proceeded actively with their 
consideration of a new price structure for bond, ledger and writing 
papers and.attention was directed to bringing the matter to a conclus-~ 
ion in 1947, A meeting of representatives of Eddy, Howard Smith and 
Rolland was held on January 30, 1947. ‘Writing to Mr. Harnshaw of Eddy 
on February 6, 1947, L. H. Smith said: 
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"It has taken me quito a while to complete the notes on 
the proposed sales set-up for Bond Papers but I am now en- 
closing two copies. 


I have changed the set-up somewhat from the notes that 
I made at the meeting but I think I have incorporated all 
the points we discussed and that the enclosed notes cor- 
rectly interpret the conclusions we reached. If, however, 
you find any errors or omissions, I would appreciate it if 
you would let me know. 


| 
| 

You will recall that at the meeting we did not decide . 
on the exact percentages of mark-ups that we would recom- | 
mend for each quantity bracket, simply saying that these | 
were to be the same as Book Paper, You will note that I | 
have used round figures of 63%, 73% and 134% respectively | 
which, with the exception of the D, Bracket mark-up, check 
quite closely with the Book Paper. In the case of the D. | 
Bracket mark up you will find an explanatory note in the . 
memorandum referred to at the bottom of para 3 (b). | 


In accordance with our telephone conversation of this 
morning, I am asking Bill Aird to discuss these notes on 4 
confidential basis with Ivan Moffitt, so that we can have 
the benefit of his reaction when the Section discusses the | 
matter further. 
. 


I will appreciate your comments or criticisms on this 
whole matter at your convenience." 


(EBE 29-4) 


The notes which Mr. Smith enclosed with his letter to Mr, . 
Earnshaw included the following: . 


e a ® 


While there was some discussion regarding other 
grades, conclusions were reached only with regard to 
Sulphite Bonds. 


2. Underlying principles: 


(a) The proposal will provide one price to merchants, 
converters and envelope manufacturers regardless 
of the quantity covered by any individual order 
but subject to a minimum item of 500 lbs. 

(This 500 lb, minimum is subject to negotiation. ) 


(b) Graduated prices will apply on sales by the mill 


~ Oye 


to other classes of buyers. These graduated prices 
should be set up to provide the merchants with 
approximately the same percentage mark-up in each 
bracket as they presently enjoy on Book Paper 
including the 2% Quantity Discount as part of the 
mark-up, 


(c) Machinery houses as listed by the Book and Writing 
Section will be sold Mimeograph Paper on the pres- 
ent basis as outlined in Green Memo 55, 


NOTE: This machinery house set-up and the list of 
sap bes Nong should be reviewed by the 
Section, \1 


(b) Set up four quantity brackets for direct mill ship- 
ment; the mark-up basis together with the quantity 
covered by each bracket to be as follows: 


E BRACKET - 
20,000 lbs. and up. - Mill base price 


D BRACKET - 
10,000 lbs, to 19,999 lbs, 


Mill base price less Loyalty, 
plus 6.5 per cent, 


C. BRACKET - 
5,000 lbs, to 9,999 lbs. 


Mill base price less Loyalty, 
plus 7.5 per cent 


B BRACKET - 
2,000 lbs, to 4,999 lbs. 


Mill bage price less Loyalty, 
plus 13.5 per cent 


Minimum item in any bracket 500 lbs. 


4. The Book and Writing Section is to discuss the foregoing 
proposal and particularly with reference to the method 
of presentation to the merchants" 


(EBE 29-44) 


(2) 


"Machinery House" was a term used in describing a small number of 
firms, most or all of which were engaged in selling business 
machines, which were recognized by the mills as direct buyers of 
mimeograph paper which they in turn resold, 
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The four quantity brackets outlined above differed from those 
previously proposed by the merchants and the minimum quantity for the 
mill list price was set at 20,000 lb. instead of 36,000 lb. Provision 
was also made for a lower bracket of 2,000 1b. on a direct mill ship- 
ment, The scale of mark-ups for the various brackets was lower than 
that originally proposed by the merchants. The latter were also pur- 
suing their examination of the proposals for a new price structure, 

On February 28, 1947 Ivan Moffitt wrote to T, Havill, chairman of the 
C.P.T.A.'s Mills Relation Committee: 


"Here is a collection of notes on various points in 
connection with the proposed revision of the Bond Paper 
structure, which I have jotted down during recent weeks. 
Some are reminders of what has already been discussed 
and others refer to points that may require to be clari- 
fied or developed, 


I would suggest that at an early convenient oppor- 
tunity our Committee should spend some time together to 
lay down the proposal in detail and to decide how we 
will proceed, Have you any preference as to time and 
place which we might suggest in approaching the Com- 
mittee members to make arrangements." 


(WIL 4-8) 


Under the heading "General Purposes and Provisions", Mr. 
Moffitt made the following comment: 


"Basic condition that all provisions of revised 
structure to be applied uniformly and without ex- 
ception to all accounts buying under it whether 
served by Merchants or Mills. 


To provide a well rounded structure to serve all 
reasonable requirements that products of the Mills 
will to greatest extent possible be distributed 
through Merchant trade, This will involve setting 
of quantity units and conditions of sale which are 
practical both for the buyer and the seller, 


e ° 3 


(WIL 4-84) 


Mr, Moffitt then reviewed the proposals and commented on the possibility 
of amendment or compromise. 


References to further discussions among mills and with the 
merchants! representative are contained in a letter of March 10, 1947 
to E, H. Smith of Howard Smith from W, H. Aird of the same company, 
Mr. Aird wrote in regard to the "Sales Set-up on Bond Papers": 
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"IT had a preliminary discussion with Mr. Roy Ecclestone 
on Ivan Moffitt's reactions to our proposed set-up and dis- 
cussed the matter further at the meeting. 


Mr. Moffitt's main objection was to the 2000 lb item 
direct Mill shipment. He stated that this definitely would 
cut into the sales of the Merchants in the 1000 lb bracket, 
cutting down their over-all profits accordingly. 


This point, in my opinion, was well taken, and in dis- 
cussing the matter with Roy, I offered the compromise sug- 
gestion that we retain the 2000 lb direct Mill shipment, 
one grade, with a minimum unit of 500 lbs at the mark-up 
as shown, and giving the Merchant approximately the same 
profit as on a direct Mill shipment of one ton of Book 
Paper, 


And secondly, that we should suggest to the Merchants 
that they also have a 2000 lb ex warehouse bracket, assorted 
grades, sizes, weights and colours, a (Sic) thc Merchants! 
suggested mark-up of a Mill price less Ipyalty plus 18%, 
and plus quantity. 


At the meeting all were in favour of this compromise arrange- 
ment, 


At the meeting I expressed my doubts as to whether the 
Merchants would actually set their own House in order were 
the new price structure put into effect, It was unanimously 
agreed that on any proposal we submitted we would have to 
receive complete assurance from the Merchants from Coast to 
Coast that the new price structure would apply without ex- 
ception, 


Furthermore, I doubted the wisdom of enforcing a new 
strict price set-up immediately or soon after price ceil- 
ings were lifted, as apparently the actions of manufacturers 
on the lifting of price ceilings was boing closely watched, 
Certain Printers or Lithographers who had enjoyed certain 
privileges for the last 15 or 20 years might raise serious 
objections to a new set up that meant substantially in- 
creased costs to them, and might accuse the Fine Paper sh 
dustry of price collusion and restraint of trade. 


It was agreed that the first thing to do was to have 
the idea accepted unanimously, to be put into effect at the 
correct psychological time. 


It was finally decided that a meeting with the Mills! 
Relations Committee should be called for Wednesday March 
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26th at 9.30 am. The next meeting of the Section is to be 
on Tuesday’, April 8th. 


Whilst the Mills were satisfied on the compromise 
arrangement suggested above, it was only on the basis 
that you also approved of the idea. Mr, Patenaude can 
give you details of the conversation if you wish to dis- 
cuss the matter with him. 


Also he can go more into detail on the discussion 
that took place than I can in this letter." 


(HS 56-20) 


Mr. Smith replied on March 11 that he was dubious about having 
two prices apply on the same quantity of 2000 lbs. (HS 102-1K), and Mr. 
Aird wrote again on March 13 to Mr. Smith reporting further discussions 
he had had with Mr, Moffitt on this point: 


" 
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I have had another discussion with Ivan Moffitt. 
His reaction to the compromise set up was that as the 
Merchants! ex-warehouse price would apply to one grade 
only, assorted sizes, weights and colours, that most 
orders placed by Printers would be on the one-ton 
direct Mill shipment at the lower price. Again he was 
most anxious that nothing would be done that would 
detrimentally affect the Merchants' over-all profit 
position, 


After some discussion he remarked, that we should 
steer away from the ex-warehouse item, keep the one ton 
direct Mill bracket, but increase the margin of profit 
over that suggested in our original set-up. 


He was not prepared to state what the percentage 
profit should be, but inferred that it naturally should 
be less than the 18% suggested by the ‘ierchants, because, 
as it would be a one-ton direct Mill shipment, no ware- 
house expenses would be involved. 


So, where the Merchants originally suggested an 18% 
Mark-up plus say 2% quantity, and we suggested 13.5% 
mark-up plus 2% quantity, a figure in between the two 
should be acceptable. 


Another suggestion that Ivan makes strongly is 
that instead of the structure that we have suggested, 
we should build a structure, giving Merchants discounts 
off the face of the invoice that would enable them to 
buy at the same cost price under each bracket. 

u 


a pl (HS 56-24) 
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The annual meeting of the C.P.T.A. was arranged to be held in 
Vancouver in May 1947, and plans were made for a discussion with the 
represcntatives of the mills, The following was included in a memor- 
andum entitled "Memo Re Presentation of Bond Paper Question at Anmal 
Meeting" dated April 28, 1947, found in the files of John Neville who 
was at that time a member of the Mills Relation Committee: 


PROPOS AL: 
The following quantity units vary from the original 
suggestion made last August, in that the proposed 1 
ton quantity is changed from ex-warehouse to mill 
direct; also the maximum quantity is reduced. 


(JNP 15-4) 


Commenting on the annual meeting in a letter written from 
Vancouver on May 15, 1947; K. W. Murphy of Barber-Ellis wrote: 


"The closing session of the Canadian Paper Trade Meet- 
ings ended yesterday, and in my opinion this was the 
best Convention I have ever attended, All Paper Mer- 
chants, with the exception of T. B, Little were rep- 
resented, and all Paper Mills were represented. Howard 
Smith had the largest delegation headed by Mr, Ned 
Smith, 


I will make a full report when I return, but one of the 
main items that was passed at the Meeting was the new 
Mill Shipment set-up on Bond Papers. The Mills have 
pretty well agreed to accept this new set-up, and I 
feel sure it will be working by the first of 1948. 

It is a big step for them to take, as.they will have 
to raise their prices on direct accounts right across 
Canada. We of course will then be in a position to 
make a little more money on Mill Business. 


(BET 15) 


E. H, Smith of Howard Smith wrote to Mr. Aird of the same 
company on June 9, 1947: 
"Now that the proposed Bond Paper set-up has been 
pretty woll approved, there are still a few details to 


be ironed out and I assume you will get them lined up 
and into shape." 


(HS 56-17) 


In a further letter to Mr, Aird on the same subject, Mr. Smith wrote 
under date of July 4, 1947: 


we ee, 

- « « I think we will probably have one oppor- 
tunity this year to bring this set-up into force and 
we should be ready for this opportunity whenever it 
occurs," 


(HS 56-1G) 


Mr, Aird wrote to E, H. Smith on July 31, 1947 enclosing mem- 
oranda prepared in connection with the proposals. In his letter he said: 


wv 


Should the attached meet with your approval, it 
is my intention on my return from vacation, to first 
of all discuss our proposals with the Rolland Paper 
Company, then it might be advisable to let Mr. Ivan 
Moffitt check over our memoranda to make sure that 
it is in accordance with his understanding based on 
the discussions in Vancouver, [If it i8 satisfactory, 
then we could advise the other Mills and be all set to 
go when the proper time arrives, 

ti] 
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(HS 56-15) 


In a memorandum attached to a letter of September 2, 1947 from 
J. L. Patenaude of Howard Smith to W. H, Aird of the same company, varias 
details of the proposed bond paper set-up were given (HS 101-4F), Question 
was raised as to the rate of mark-up to be used for the minimum mill ship- 
ment bracket of 2,000 to 3,999 lbs. and notation wes made that 15 per cent 
after deducting loyalty discount was correct. 


Reporting to T, Havill on September 12, 1947, Mr. Moffitt wrote: 


"I left Bill Aird fecling the details on the Bond 
arrangement were clearly understood, This refers to 
rates of mark-up; adjustment of fractions (10¢ up); 
make up of quantities (not l¢ss than 500 lb. of an 
item; also minimum quantities for sale to merchants 
and legitimate converters both on sulphite grades, 
rag ledgers, rag bonds & stationery, The further 
point was established as to the added 25¢ margin 
for the Prairies and B.C, 


I think H.S.P, are anxious to have the revised 
schedule put into effect as promptly as possible, The 
same feeling exists at the Eddy Co.* 


(TH 4-9) 
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Various details of the price structure for bond, ledger and 
writing papers are set out in an Eddy memorandum of September 27, 1947 
and the margin for the minimam quantity bracket is also shown as 15 per 
cent (EBE 16-5-3). 


Reference has already been made to a letter of March 10, 1947 
written by Mr. Aird of Howard Smith in which he expressed doubts about 
the wisdom of enforcing a new strict price set-up immediately or soon 
after price ceilings were lifted, as the fine paper industry might he 
accused of price collusion and restraint of trade, Ina reply to this 
letter on March 11, E. H. Smith wrote: 


I agree that we should go very carefully in regard 
to implementing any proposal but I think it is going to 
be rather difficult to do this without giving the impress- 
ion of collusion." 


(HS 56-2B) 


The new price structure for bond, ledger and writing papers was 
not introduced until October 1947, and announcements of the change were 
made on different dates by the three principal manufacturers of these 
papers, namely Howard Smith, Rolland and Eddy. The first company to 
announce to the trade the adoption of the bracket system of prices for 
bond, ledger and writing papers was Howard Smith, which sent out notices 
under date of October 10, 1947. W.H. Aird of Howard Smith dictated a 
letter to C. F. Ross of the same company on that day in which, after 
mentioning that the new bracket structure had already been discussed 
with the merchants and suggesting that Mr. Ross familiarize himself 
with the details of the new set-up, he said: 


Large Printers and Lithographers who formerly have 
been buying from the Merchants in the two and three-ton | 
arrangement, will now, presumably, be tuying through the 
merchants on the four-thousand pound bracket for Rag grades, 
and the six-thousand pound bracket for Sulphites. You will 
note that the prices in these brackets are only very slightly 
above the prices in the 'D' bracket for rags and the 'E! 
bracket for Sulphite Bonds. Therefore, these large accounts 
should accept the new structure readily because it actually 
protects them, In other words, certain smaller accounts 
throughout the West and also in the East, as you know, have 
been given buying privileges to which they were not entitled 
on the volume of their business or the size of the orders 
placed. This situation now will be rectified. Any direct 
accounts that we have in the East or West will have to buy 
under the bracket structure. Merchants quoting their cus- 
tomers on direct mill shipments will again use our bracket 


-%,- 


prices, so that whether a Printer or Lithographer buys 
direct from us or buys through a Merchant, everyone will 
be on the same basis across Canada. 


(HS 98-24) 


J. L. Patenaude of Howard Smith wrote to Ivan Moffitt on 
October 14, 1947: 


"T am attaching hereto sheets taken from our Price 
Book covering the Bonds, Writing and Stationery section, 
in connection with the new set-up. 


Should you have any further questions to ask in con- 
nection with this new set-up, I will be pleased to let you 
have any information that you may require." 


(HS 104-3) 


The following table shows the quantities coming within the 
various brackets for both rag and sulphite grades of bond, ledger and 
writing papers under the new pricing structure and the percentages of 
mark-up on merchants' cost incorporated in the selling prices for the 
different brackets, 
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Table X 


Bracket Quantities and Merchants! Resale Margins established 
under Bracket Structure on Bond, ledger and Writing Papers, 


October, 1947 


Grade Sulphite Grades 
Range of Bracket Basis of Range of Bracket Basis of 
in Pounds Calculation in Pounds Calculation 


of Resale Price 


of Resale Price 
B.Bracket 2,000 to 3,999 Base Price less 2,000 to 4,999 Base Price less 


lbs. Loyalty plus 15% lbs, Loyalty plus 15%. 
C.Bracket 4,000 to 9,999 Base Price less 5,000 to 9,999 Base Price less 
lbs, Loyalty plus 7,5% los, Loyalty plus 7.5% 
D.Bracket 10,000 lbs, and Base Price (1) 10,000 to 19,999 Base Price less 
over lbs. Loyalty plus 6,5% 
BE .Bracket 20,000 lbs. and - Base Price (1) 
over 
(1) Generally speaking, all merchant purchases, in whatever quantity, were 


at this price less loyalty and quantity discounts. On resales in these 
brackets, the merchant's profit margin would be the 5% loyalty discount 

and the annual quantity discount at the rate earned by the individual 
merchant which would not exceed 2.5%, In the Prairie provinces the merchants 
were allowed an additional 25¢ per cwt, 


The careful attention given to securing as complete uniformity 
as possible between mill and merchant price lists is indicated in corres- 
pondence relating to the charges for deckle edge sheets. An inter-office 
memorandum of Howard Smith, dated October 16, 1947, contained the follow- 
ing: 


"Mr, Ken Hunter of Buntin Reid went over his Price Book 
with Mr, Aird yesterday and pointed out some discrepancies 
about which we understand Mr. Aird has already written you, 
or discussed with you. 


Another item that he mentioned was that in building up 
the merchants' resale price, Mr. Ivan Moffitt had used a 
differential of 30¢ cwt. for the trimming on Carlyle and 
Byronic, Although he realized these were deckle edge 
Sheets with trimming two ends only, he understood that 
there had been a special arrangement between the mills 
to charge 30g cwt. on the basis that it was just as 
difficult for the mills to trim a deckle sheet two ends 
as it was to trim a sheet four sides. 


ie a 


Mr, Moffitt has advised the merchants of the new 
price including 30¢ cwt. for trimming two ends and 
Buntin Reid have their Price Book at the printers now 
on this basis. Mr. Aird therefore asked us to write to 
you and he does not feel that we should have Mr, Moffitt 
change his price or Buntin Reid hold their book back from 
the printers to bring the differential down to 20¢ cwt. 
for trimming two ends. 


As Mr, Ivan Moffitt no doubt received his inter- 
pretation from somewhere Mr. Aird would like you to 
take the matter up with Rolland. 


? 


(HS 115-1) 


In a letter of October 17, 1947 to the Toronto office of 
Howard Smith, J. L, Patenaude replied that the company's price lists 
would be revised along the lines indicated in the foregoing memorandum, 
He wrote: 


"Replying to your letter of Oct. 16, . . . we will go 
by the ruling that Deckle Edge paper trimmed two ends will 
be charged at 30¢. 


(HS 115-2) 


The question which had been raised by Mr, Aird's correspondence 
in March 1947, that the adoption of the new bond price structure by all 
manufacturers of such papers might give rise to a charge of price collus- 
ions, appears to have been present in the minds of others in the trade 
when the new prices were being introduced. Stuart Clark of Clark Bros., 
Winnipeg, wrote two letters to the company's branches in Saskatchewan and 
Alberta on October 16, 1947. One letter contained the following: 


"Roy Ecclestone flew into Winnipeg yesterday to give us 
first hand information on Howard Smith's new bracket prices 
on Writings and the mill position in regard to making deliv- 
eries, 


v 
(CBR 1-13) 
In the other letter he made the following comments: 


"Howard Smith have issued price sheets, copies of which we 
are enclosing, showing the basis on which they intend to 


sell Bonds, Ledgers, etc, on a bracket system similar to 
Book Paper. 


We are placed in a peculiar position as agents for Rolland, 


= (77 « 


whereby we have received no instructions from them to 
change our present basis of selling. Therefore, we mst 
continue to sell at the 3 ton price (or if selling Rag 
Papers the 2 ton price) which on the enclosed is the same 
as 10 tons on sulphite & 5 tons on rags. It can be assumed 
that after Rollands have studied this set-up that they will 
quite possibly follow suit. In this way they avoid the in- 
vestigations under the Combine's Act. I am also told that 
Eddy's have not yet made a change. 


The main point is for security reasons you cannot use this 
list except on the assumption that Rollands may follow suit. 


tT 


(CBR 1-11) 


On October 7, 1947, which was three days before Howard Smith announced 
the adoption of the new bond price structure to the trade, Eddy, with 
the apparent knowledge that it would not lead in implementing the new 
bracket structure and with the stated purpose of saving its branches 
"embarrassment - - if at an early date bracket prices are established" 
warned its branches that a new structure for bond, ledger and writing 
papers was under active consideration and that bracket prices might be 
established at an early date (EBE 23-4). 


G. W. Earnshaw of Eddy wrote to the company's representative 
in Winnipeg on October 21, 1947: 


"Thank you very much for your letter of October 15, inform- 
ing us that the Winnipeg fine paper merchants have put into 
effect, bracket prices for Bond, Ledger and Writing Papers. 


We can now inform you definitely that The E, B. Eddy Co, 
will adopt bracket prices for Bond, Ledger and Writing 
grades, This will be done within a few days! time and 
you will receive complete information possibly by the end 
of this week," 


(TPW 5-1) 


The Eddy price lists embodying the new bracket structure for 
bond, ledger and writing papers were effective October 27, 1947. A 
_ company circular dated October 24 contained the following comments in 
regard to the new price lists: p 
9 e e e 
In Western Canada, merchants and converters will buy 


in any quantity (minimum order, 500#) at 25¢ per 100 lbs., 
less than the 'E' bracket prices applicable in Western 


2 NF 


Canada. There will be no change in Trade, Loyalty or 
Quantity Discount where presently applicable. 


Lest you have any apprehension regarding the new 
price list for Bond, Ledger and Writing Papers, we should | 
mention that it is our understanding that merchants have 
themselves established prices for mill shipments which have | 
been in effect for several days at least. We also under- | 
stand that one other mill at least has established bracket | 
prices for all grades sold through merchant channels. 


u 


(EBE 23-10) 


Price lists of the Rolland oompany were prepared by October 
23. Writing to the Winnipeg office of the company on that date, R. H. | 
Ecclestone said: 


"JT am sending you herewith, by Airmail, three copies 
of the new Price List which we have just received. Mr, 
Rheaume is sending you about 25 copies by ordinary mail. 
These price lists are going out tonight to merchants only 
in Ontario and Quebec, 


I will be phoning you or writing you further to-morrow 
but meanwhile, remember that we agreed to add 25 cents to our 
prices for Western Canada in addition to the regular freight 
up-charge, This means that Winnipeg prices will be $1.00 
over the Ontario and Quebec prices for direct shipments. 
Merchants and converters will not take the up-charge of 25 
cents. 


(ROW 7-2) 


The reference in the Eddy and Rolland correspondence above 
quoted to the addition of 25 cents to the resale prices in Western Can- 
ada may be related to the letter of September 12, 1947 to T. Havill from 
Mr, Moffitt, quoted earlier, in which the latter referred to a discussion 
with Mr, Aird of Howard Smith and said: "The further point was estab- 
lished as to the added 25¢ margin for the Prairies and B.C." (TH 4-9), 


By October 27, 1947 price lists of Howard Smith, Rolland, 
Provincial and Eddy embodied the new bracket structure in similar form 
and on the same price basis for comparable lines, 


The bracket structure for bond, ledger and writing papers was 
not adopted by the fine paper merchants in British Columbia who met as a 
group to consider their attitude. Ina letter of October 23, 1947 to Ivan 
Moffitt, H. E. Miller of Columbia Paper wrote: 
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"A meeting of the B.C. distributors was held in our 
Board Room on Tuesday to discuss your letter of the 16th 
instant regarding the import set-up on Bond Papers and I 
might say that we were terribly disappointed in the profit 
allowed us for ex-car items, We unanimously turned down 
the proposition for as far as British Columbia is con- 
cerned it is impossible for us to work on such a ridiculous 
small margin, 


(TH 4-110) 


In all territories except British Columbia the new price struc- 
ture for bond, ledger and writing papers established the same prices to 
customers on direct shipments whether the order was placed directly with 
the mill or placed through a merchant, The following comment on this 
situation was contained in an inter-office letter of October 22, 1947 
from J, B. Larkin of Howard Smith, who was in charge of the company's 
merchandising subsidiaries, to W, H, Aird: 


wt 


My second reason for dropping you a line is the 
question of the new set-up of resale prices on Bonds, 
Ledgers, Writings, etc. for the direct accounts as well 
as to the merchants' customers, I understand that in 
inaugurating this new set up, it in no way supersedes 
the understanding regarding the principle that we put 
into effect at the time of establishing the system of 
the two and three ton lots at mill prices. As you are 
no doubt aware, with the inauguration of the two and 
three ton arrangement, it was thoroughly understood 
that the mills would not increase the number of direct 
accounts to which they would sell Bonds, Ledgers and 
Writings. This was one of the salient features under- 
stood by the merchants and the mills at the time of 
bringing this arrangement into being. 


My reason for bringing this subject before you is 
brought about by the fact that your mill salesmen natur- 
ally have the price lists similar to the ones that are now 
in my book, and armed with this information they may be 
disposed to conclude that any printer or lithographer, 
particularly the larger ones to whom you are not selling 
direct, would be prospective customers for them to go 
after, With this thought in mind I do think that this 
angle should be clearly explained to your salesmen, and 
in this way possibly avoid a lot of misunderstanding in 
the future, ' 


n 
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(HS 98-4B) 
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Copies of Mr, Larkin's letter were sent to several members of 
the company's staff by Mr. Aird, who wrote as follows in a covering mem- 
orandum dated October 23, 1947: 


"Appended hereto, is a copy of a letter received 
from Mr, J. B, Larkin which is self-explanatory. 


His understanding as outlined, is absolutely cor- 
rect. Our policy always nas been and still is to 
support the merchants in every way possible and it is 
not our desire or intent to add to our present list of 
direct accounts. 


Will you please be governed accordingly." 


(HS 98-44) 


The agreement on the price structure of bond, ledger and writing 
papers was only one of a series of arrangements relating to fine papers 
by which uniformity of mill price lists has been maintained in the post- : 
control period, No record of discussions on prices among the mills is 
available in any consecutive series of minutes, but the manner in which 
the common prices embodied in the companies’ price lists were arrived at 
may be inferred from other documents and the oral evidence, 


In 1946 the mills were preparing for the lifting of price con- 
trols, In a memorandum of a conversation with A. P. Jewett, W. H, Aird 
wrote on May 22, 1946: 


We then discussed the quostion of prices, and Jewett 
felt this was the time to go over our whole price struct- 
ure thoroughly and put it on a proper and reasonable basis. 


(HS 101-6C) 


On November 1, 1946 R. H. Joyce of Don Valley wrote to G, B, 
Earnshaw of Eddy who was chairman of the Book and Writing Section at the 
time. In his letter, Mr, Joyce said that he expected to attend the mxt 
meeting of the Book and Writing Section in Ottawa on November 19 and re- 
ferred to a suggestion he had made previously for a change in the method 
of packing ticket bristol, His letter went on: 


"There is another point which might be considered when 
prices come up for revision, At present there is an extra 
charge of .03 per lb, for Mayfair and Donvale Covers in 
Searlet and Black, There always has been this extra charge 
and in the case of the groundwood covers, Thormceliffe and 
Piccadilly, there is an extra charge of .02 per lb. There- 


Sige 


fore, why not for Red in Ticket Bristol, In fact, I feel 
that wherever Scarlet, Black or Emerald Green appear, an 
extra charge for these costly colours should be made, 


In yet another grade, Box Cover, we have a scale of 
prices adjusted to meet the cost of the various colours. 


Would you please let me hear from you in reply to 
this and if you agree, I would like to have these points 
placed on our agenda for discussion. , . ." 


(EBE 3-14B) 
In a reply to this letter Mr. Earnshaw wrote on November 4, 


At the meeting, the recommendations of the Packing 
and Wrapping Committee will be discussed, There will 
also be an opportunity to discuss the extra cost of red, 
black and emerald green Ticket Bristol although this item 
may not appear on the Agenda as it has to do with price, 

" 


(EBE 3-144) 


When Mr, Earnshaw was asked whether this statement indicated 
that matters of price were dealt with at Book and Writing Section meet- 
ings or just before or subsequent to a meeting, he said in evidence: 


"A, Not at all, ... That letter was written to Mr. 
Joyce as an individual, and I said there would be 
an opportunity. I did not say at the meeting, I 
would not think of anybody else but him personally. 
I would particularly feel that because I did not 
know of anyone else who would be interested in any 
discussion on that subject." | 


(Evidence p. 912) 


Preparations for discussions among coated paper mills with 
respect to prices are referred to in an inter-office letter of November 
7, 1946 from P. F. J. Dolan, then secretary-treasurer of Alliance, to 
HH. S. Ramsay, then sales manager of the same company. Price ceilings 
on coated paper were suspended in January 1947 and, after the controls 
were removed, Alliance and Provincial advanced their list prices on a 
uniform basis. Mr. Dolan wrote on November 7: 


"We are collecting a lot of information in connect- 
ion with this subject, but it is my opinion that when it 
is all settled, we are going to have to conform in many 
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ways with the ideas our competitors have relative to price 
increases. All we can do is to have our ammunition ready 
to fire when discussions relative to these prices start. 


Presently you are, apparently, of the opinion that you 
think we are going to raise prices too high. I don't think 
our competitors are going to let us do this, and I don't 
think we want to do it either. For the time being, I am 
afraid we will have to say that our costs are higher than 
those of our competitors because they have machinery which 
will coat paper faster and, therefore, more economically. 


(APS 4-2) 


Information on the proposals being considered by Alliance for 
increases in coated paper prices was sent to E. H, Smith of Howard Smith 
by A. E. H. Fair of Alliance with a letter of November 19, 1946. In his 
covering letter Mr. Fair wrote: 


"Coated Paper Prices - 


You will find attached a copy of two letters written 
by Mr. Ramsay dealing with coated paper prices. You will 
recall that I told you I would send this information to 
you and ask your comments before we attended the meeting 
with the other Coated Paper Mills. 


My off-hand reaction is that the figures which Mr, 
Ramsay has shown are approximately, $10.00 per ton high. 
However, Mr, Dolan is of the opinion that, in general, 
these recommended price increases are not out of line. 
Both Mr, Dolan and myself feel that some further work 
should be done on differentials but we have not drawn 
final conclusions on this subject yet. 


I should think that if we continue the assorted cases 
prices, there should be some modification. I intend to go 
over this before we have our mecting with the other Mills. 

" 


(APS 4-3) 


The price ceilings on rag grade bond papers as well as on coated 
book and litho papers were suspended on Jamary 13, 1947 while the can- 
cellation of ceiling price orders with respect to other grades of fine 
papers did not become effective until April 2, 1947. Howard Smith and 
Rolland are the two companies which produce rag grade bond papers. Ina 


letter dated January 9, 1947 to W. H. Aird of Howard Smith, E, H. Smith 
wrote: 
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"Res Prices 
I have just had a talk to Rolland and we have agreed 
on the price increases you and I discussed over the tele- 
phone this afternoon; that is - 


No, 1 Bond and Ledger 
No, 2 Bond and Ledger 
No, 4 Bond and Ledger 
No,')3 


14g per 1b, 
i] a 


se 8: 
ape 


These increases are to go into effect as and when the 
ceilings on rag grades are removed, 


it 
(HS 100-2F) 


In his evidence, E, H. Smith expressed himself as follows in 
regard to this letter: 


"A, I talked to Rolland about prices. I suggested, or 
maybe they suggested -- no, those are ours, I sug- 
gested certain prices for certain grades, I cannot 
remember our language now, Probably I said that 
those were what we proposed putting in, and Rolland 
said they looked all right to them, and they thought 
they would put in the same. 


Q. Did they not say they were agreeable to them, that 
they would put in the same? 


A, I cannot say what words they used. 

Q. But that is the idea? 

A, Here is the point that I think you want: it was my 
understanding that Rolland would put in those in- 
creases, And I think they understood that we would. 


Q. But in this case you are the ones who first made the 
proposal to them? 


A. Yes." 
(Evidence, pp. 1420,1) 
Changes in mill prices were made on April 28, 1947 following the 
suspension of price ceilings on the remaining book and writing grades on 


April 2. Ina letter dated April 24, 1947 to R. H. Ecclestone of Rolland, 
E, Rheaume of the same company wrote: 


"There will be a general advance in prices effect- 
ive next Monday, April 28th. Rolland Paper Company will 
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advise all customers by wire of the advance of prices in 
Bond papers only. Mr, Jewett will advise on book, en- 
ve Lope ,uetes4.Ov44 


(ROL 15-14) 


There was an exchange of information on the part of Rolland 
and Howard Smith with Eddy and Provincial in regard to the notices being 
sent to customers with respect to the price increases of April 28, 1947. 
Copies of telegrams of Rolland which were to be delivered to customers 
on April 28 were sent by the company to Eddy and Howard Smith on April 
25 (EBE 2-16 and HS 29-12). On April 26 Howard Smith sent to Rolland, 
Eddy and Provincial copies of the telegrams which it was sending to 
customers on April 2% (HS 29-114,B,C). 


Further discussions among coated paper mills with respect to 
prices were referred to ina letter of April 24, 1947 from H. 5, Ramsay 
of Alliance to A, =. H. Fair of the same company: 


"Weeting of Coating ills re Prices. 


This meeting is to be held on Friday at 10.00 A.M, in 
Mir, Jewett's office. 


Mr, Dolan gave me figures showing what labour would 
mean to the Georgetown costs and he estimates that both 
book and litho wowld be up 32.10 to $1.20 per 100 lbs. 
This includes the $10.00 a ton increase on book raw stock 
and $15.00 a ton on litho raw stock. 


I am not sure whether you and Mr. Dolan intend to 
accompany me to this meeting but I think you should let 
me have your opinion as to the minimum to which we should 
go in the way of raising coated paper prices. 


Mr. Dolan pointed out that possibly the other two 
coating mills, who have more pounds per hour over their 
coating machine, might have less increase in cost than 
we will, My thought is that lg per lb. increase on 
coated is as much as we can put on at the present time," 


. (APS 1-6) 


Different interpretations were placed by various company 
officials on the mectings among the mills in connection with price in- 
ereascs, With reference to the letter quoted immediately above, Mr, 
Ramsay was asked whether he went to the meeting with any instructions 
from senior officers of the company. He said: 


"A, No, I did not go with instructions, He would give me 
a line-up of our costs and the extra charges for raw 
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stock, for labour and so on, and those would be discussed 
at the meeting. At the meeting Provincial would pretty 
well decide what price they were going to set and then we 
had to make our minds up from then on; that was the reason 
for the meeting." 


(Evidence, p. 460) 


The following comments were ade by A. E. H. Fair, president 


of Alliance and Don Valley, during his evidence in regard to meetings 
among mills: 


NA. 


nQ . 


- « e My understanding is this, that when various 
cost increases occur, the mills do, in some cases, 

get together and discuss the effect of the cost 
increases, and get opinicns from each other regarding 
the situation. But I cannot say that there has been 
an atmosphere of agreement, so far as we are concerned 
regarding prices." 


(Evidence, pe 515) 


You say that you would leave these meetings with a 
feeling of -- I believe you described it as disagree- 
ment -- or that nothing had been arrived at? 


No, I would not say that. I left the meetings with 
a very definite impression that the most that could 
be charged for certain grades would be so much, if 
we wanted to remain competitive. But I did not agree 
that that general plan of prices or general arrange- 
ment of prices met with our requirements. 


In other words there would be occasions when you felt 
that the price increase was not sufficient? 


That is right. 

And that your requirements were for higher prices, 
because your costs were higher than the other mills 
indicated? 

Yes. 

So that after you left these meetings, is it fair to 
say that the mills represented there who stated the 
lowest price which they were going to put into effect 
-~ that that was the governing price; is that correct? 
That is a general statement, and that is probably it. 


Unless you could persuade them to come up? 


A. Yes. 


Q. And I suppose you would make a very definite effort 
to persuade them to come up, that your thinking was 
correct and that there should be a greater increase 
than they first proposed? 


A. Our efforts were not as strenuous, nor were they very 
definite in that we recognized that, first of all, we 
should attempt to keep prices down and, secondly, that 
our chief effort should be to keep our costs down so 
far as possible. 


Q. The end result of the meetings was that when prices 
came out, they were always the same, were they not? 


A. On standard grades yes, I wouid say the prices were 
very similar at least." 


(Evidence, pp. 523,4) 


E. H. Smith, president of Howard Smith, was asked about the 
price which was adopted after discussions among the mills: 


"Q. We have had suggestions from other witnesses that the 
lowest price that was suggested by the various mills, 
when you were discussing prices, was the one that was 
invariably adopted, I show you a document which is 
coded HS 75-28, serial #2713, a copy of a letter from 
Mr, Aird to Mr, Nixon, dated June 21, 1948? 


A. Did I understand you to say that you had had the sug- 
gestion from other witnesses that the lowest prices 
-- the lowest price that was suggested was invariably 
adopted ? 

Q. That was the evidence we had, the suggestion we had? 


A, Iam afraid I shall have to disagree with the other 
witnesses, then, 


BY MR, HANS ARD: 


Q. Supposing it was put on the basis that it was the lowest 
price which tends to be adopted; could you answer that? 


A, Yes, that is right. The lowest price would tend to be 
adopted, But Mr, Godfrey used the word ‘invariably'. 


Q. And you say that is not so? 


A. Not invariably, no. 


ey 


BY MR. GODFREY: 
Q. But that it would be --- 


A. Generally I would say it was true; but there are 
definite exceptions, and here is one right here." 


(Evidence, p. 1428) 


Mr, Smith was referring to a letter dated June 21, 1948 from W, H, Aird 
of Howard Smith to the Toronto branch in which Mr, Aird stated it had 
been decided not to put delivered prices into effect in Vancouver, which 
would have meant the absorption by the mills of some part of the dis- 
tribution and cartage charges, Mr. Aird continued: 


"We were quite prepared to go ahead on this basis, 
but Eddy's and Rolland's were not and Ivan Moffitt has 
been advised to this effect, Cur attitude is that if 
the others ere not in favour of the idea at the present 
time, we are not going to make a major- issue out of it 
or force it down their throats. 


(HS 75-2B) 


At the time of the general change in mill prices of fine 
papers in April 1947, Howard Smith checked its price lists with some 
of the other companies making similar grades of fine paper. Reporting 
to W, H, Aird on April 28, 1947 on a check which he had made of Eddy's 
price list, J, L. Patenaude of Howard Smith listed several differences 
which he had found between Howard Smith's and Eddy's price lists. At 
the conclusion of his report, Mr. Patenaude wrote: 


"No doubt some understanding will have te be arrived 
at between E, B, Eddy and ourselves and we possibly will 
hear from you in due course as to what adjustments, if 
any, are to be made on price sheets." 

(HS 112-3K) 


When Mr, Patenaude was questioned during his evidence as to 
the meaning of this paragraph, he said: 


"A, .. . However it does not mean what it implies, 
certainly. 


Q. What does it mean, then? 


A. It means that the prices will have to be made competitive. 
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A, .. . That is what I mean, Either the Eddy Company 
have made a mistake in their calculations, and have 
come out at the wrong price, or we have made a mis- 
take and have come out at the wrong price. 


Q. And you would have to check with the Eddy Company 
and find out: which one had made the mistake? 


A. Idon't know, What Mr, Aird did, I don't know, The 
suggestion I made to Mr, Aird -- it might not be 
followed. He is my superior." | 


(Evidence, pp. 1101,2) 


E, H. Smith of Howard Smith wrote to A, E. Smith of the same 
company under date of June 9, 1947: 


"Re: Prices 


In case you have not already seen them, I am attach- 
ing copies of Provinecial's price list and also some of 
Eddy's price lists, 


I think these should be compared with ours just to 
make sure that there are no discrepancies." 


(HS 112-258) 


A Howard Smith memorandum dated June 16, 1947 lists various 
differences, first, between the price lists of Howard Smith and Pro- 
vincial and, secondly, between Howard Smith and Eddy. Certain hand- 
written marginal comments appear opposite several items and in the case 
of two items referring to Eddy's price list, the original paragraphs 
and comments are as follows: 


"discuss EBE Their price for the Maritime is 
shown as 25¢ more than Ontario and Quebec, 
delivered Halifax & St. John whereas we 
show ours as 25¢ less, F.0.B. Mill. 


discuss EBE Furthermore, their Vancouver 
prices are a dollar less than Quebec 
and Ontario, F.0.B. the Mill, our Post- 
card is 25¢ less than Quebec and Ontario 
and is F.0.B. Mill," 


(HS 112-2D) 
The initials "EBE" can only have reference to the E, B, Eddy Company. 


A general change in the price of fine papers was made at the 
beginning of October 1947, shortly before the adoption of the new 
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bracket structure for bond, ledger and writing papers. The change in 
prices was made largely by increasing the charges for what are known 
as finishing and packing operations. A common scale of such charges 
had been in use by fine paper mills and it was felt by the mills that 
the scale in cffect at the time of de-control did not reflect changes 
in costs which had taken place. Discussions were carried on among 
Eddy, Provincial, Rolland and Howard Smith to arrive at a new scale of 
charges, According to witnesses, at least one meeting was held among 
the mills in connection with such discussions, At this meeting, which 
was held in Montreal, proposals put forward by various mills were con- 
sidered and dotails of them are shown on Eddy memoranda prepared in 
connection with such discussions. On one of these memoranda, dated 
September 25, 1947, which set out the current charges and a Proposal 
"J", there have been inserted a scale of charges indicated as Eddy 
Proposal and a further scale headed "EHS Agrecd" (EBE 16-5), The 
initials "J" may be taken as indicating Mr, Jewett of Provincial and 
"EHS" as E, H. Smith of Howard Smith. In his evidence describing the 
discussions on the new scale of finishing and packing charges, Mr. 
Earnshaw said: 


"A, .. . Here was a new idea, Customers paid for what 
they wanted and did not pay for what they did not 
want, The man who does not want those costly ser- 
vices buys it at a most favourable price. Approach- 
ing this new idea, it meant that we could not recover 
our full cost for sheeting, and we are not doing so 
today. It meant, 'How far can we go', taking into 
account what we should like, and what our customers 
can absorb, without radical changes, and what are the 
cost factors of other mills? We invited discussion 
on the cost factor in presenting the idea and, just 
as I have said, we agreed on the principle on another 
proposal, that was good. It was seen that this was 
good in principle, Now, the fact that there is 

. 'Proposal "J"! on that document means to me that 
somebody else looked into their cost figures, and 
they expressod their opinion regarding what could 
be obtained, and what they thought they wanted to 
apply to their customers, and that cost factor was 
discussed at thoso mectings. 


Q. And did you not as a result of those meetings come 
out with all the same prices for finishing differ- 
entials? 


A. Iam quite satisfiod that as a result of the last 
mectings at which they were discussed and better 
prices were put into effect, that people left that 
meeting knowing what the priccs would be; but they 
would be the lowest that any particular mill wanted 
to go, 


Q. That is not borne out by this documont, Exhibit 67, 
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where in some cascs the 'J' proposal is less than the 
decision eventually made. The 'J' proposal for re- 
winding is, for example, 50 conts, and the Eddy pro- 
posal was 50 cents, and the "EHS Agrecd! is 60 cents; 
and the 60 cents is what appears in the Eddy Company 
price list. So that does not bear out your last 
statement, doos it? 


A. It might be that somebody influenced us in our think- 
ing. 


Q. To pitch it up another 10 cents? 
A. Possibly." 
(Evidence, pp. 929,30) 


Mr, Earnshaw said later in his evidence that the 60g charge 
for rewinding was decided upon in order to keep a balance between super- 
calcndered paper in shects, which would be subject to an up-charge of 
60¢ for shceting and packing, and super-calendered paper in rolls which 
is rewound. 


As the adoption of the new scale of finishing and packing 
charges serves to illustrate the manner in which agreement was reashed 
among the mills, it is of some interest to compare the various proposals 
insofar as they are shown on the Eddy memorandum referred to above and 
the ratos which were put into effoct about the beginning of Ostober 
1947. These are as follows per cwt.: 


= Se 


Previous Proposal Eddy Agreed New 
Charges ny Proposal EHS Rates 
4 4 g g ¢ 
Sheets in Unprotected Bundles 25 50 75 (Sheeting 30 30 
; (Unprotected 
(Bundles 30 30 
Packing (Skids) | (Book-no che.) 25 - (Skids 2000 
(Bond-allow- (lbs. and 
ance 15) (over 30 30 
(Skids under 
(2000 1bs.45 45 
Packing (Protected Bundles) Book - 25 40 40 45 45 
Bond - 40 
Packing (Board Bundles) 45 
Packing (Frames) ~ 25 - 45 45 
Packing (Cartons) ~ 40 ~ 45 60 
Packing (Cases) 40 40 75 75 60 
Supercalendering 50 50 50 50 50 
Rewinding r 50 50 60 60 
Trimming (1 or 2 sides) 15 25 20 20 20 
Trimming (3 or 4 sides) 25 35 30 30 30 
Sealing 25 - 25 25 25 


R. H. Ecclestone of Rolland in his evidence made the following 
comment on the adoption of the new scale of charges for differentials in 
the fall of 1947: 


"A, I don't recall any particular mecting, but that was the 
regular thing to do, We discussed it. It would not be 
a book and writing meeting, but it would be a meeting — 
where we discussed things of that nature. 


Q. And you say --- 


A. I would feel very free to discuss with other mills such 
questions of charges. 


Q. And it would be fair to say that at the final meeting 


before the announcement was made of these new prices, 
you would all know what you were going to charge, --~ 
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| 
at the end of the meeting? 


A. For these differentials? 
Q. Yes? 
A. Yes. ( 


Q. And they would always be the same for each mill? 
A. Yes, We agreed on those, 


(Evidence, pp, 1613,4) | 


The use of a common basis of pricing on the part of the fine paper 
mills is indicated in correspondence between Provincial and Howard Smith 
after the change in prices in the fall of 1947. On November 25, 1947 H. M, 
Sharp, sales secretary of Provincial, wrote as follows to Mr. Patenaude of 
Howard Smith: 


"Would you be good enough to check one of the new prices | 
for me? This is for Featherweight and Column 'E' is $10.10. 


We have made an error on one of our sheets and I believe 
the correct figures for the other columns are as follows - 
D, $10.65; C, $11.15 and B, $11.80. 


Your assistance in this matter will be greatly apprec- 
iated," 


(PLT 48-2B) 
In a reply dated November 26, Mr. Patenaude wrote: 


"Referring to your letter of November 25th, the prices 
shown for B, C, D brackets are correct. 


Very glad to check this for you, and any others at any 
time," 


(PLT 48-24) 


Following a change in mill prices in March 1948, the Winnipeg 
office of Howard Smith found that the price for its brand of railway 
manilla paper was lower than that of other brands and the following letter 
was sent to the Montreal office in regard to the difference under date 
of March 24, 1948: 


"The price in 'E' bracket is $12.40 cwt, whoreas we under- 
stand Mid-West have a price on Express Manilla of $12.80 and 
Commercial Manilla of $12.80 cwt. 
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Will you please advise if by any chance our price is 
wrong." 


(HS 97-1D) 
Mr. Patenaude of Howard Smith replied on March 31: 


"The price for Railway Manilla should be $12,80 in the pE! 
bracket. 


ve are getting the changes made on the sheet and this 
will be reissued within the next few days." 


(HS 97-1C) 


In a postscript to Mr. Aird, Mr. Patenaude explained that the 
discrepancy arose because of the use of the freight rate from Port 
Arthur as this grade had been made by Provincial at its Port Arthur mill. 


& further letter of April 7 from Howard Smith's ivinnipeg office 
reported that Eddy had changed its price as well so that the position was 
reversed with Howard Smith's price being now higher (HS 97- sii Replying 
to this letter on April 16, Mr. Patenaude wrote: 


"I was waiting to discuss this with Mr. Aird before 
replying to you. However, I have not been able to see 
him, but in any event upon checking with Provincial, we 
find that the price list of the Prairie Provinces should 
have been as first issued; which is proven by the fact 
that Eddy's have gone back to meet our original price of 
$12.40 in the 'E' bracket. 


New price sheets will be issued within a day or two." 
(HS 97-14) 


Further changes in mill prices on a uniform basis were made in 
March 1948 and in the latter part of May and first part of June in the 
same year, Announcements of these price increases by the mills were made 
on different dates. E.H. Smith, president of Howard Smith, stated in 
evidence " , . . somebody thought it would look better if you staggered 
them" (Evidence, P. 127). 


It was generally admitted by representatives of the mills who 
appeared at the hearings that before there was a change in mill prices in 
the post-war period, the amount of the increase was the subject of dis- 
cussion among the interested mills. However, it was contended that al- 
though each mill could make changes in its price lists, knowing that 
changes by other mills would be the same, there had been no agreement 
on basic prices but only an indication of each company's policy. The 
outcome of the discussions among the mills on price changes is described 
as follows in the evidence of W. S. Kidd, president of Eddy: 


66045.4) 
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"Q. Did you discuss what you proposed to increase your 
prices, how much? 


A. Yes. 


Q. And by the time you left that meeting did you know 
what the other mills were going to do, and did you 
decide what your mill was going to do? 


A. I would not say that we knew definitely what we were 
going to do or that we knew definitely what the other 
mills were going to do, 


Q. You had a =- 


A. Pretty good idea after a complete discussion of the 
costs, 


Q. Subsequent to these meetings when you came definitely 
to your own conclusion would you get in touch with the 
other mills to find out definitely what they were going 
to do? 


A. I never have, I do not know whether anyone else has or 
not. 


Q. Would you consider it necessary to do that? 


A, I would not think so, There might be cases where there 
were some unusual grades, 


Q. In other words, it would not be necessary because the 
thing would be more or less settled at the meeting 
which had been held? 


A. In general, the feeling of the different people was 
evident. 


Q. Before you left that meeting did you all arrive at the 
fact that you were all going to make a uniform price 
increase ? 


A. Before we left the meeting it was assumed, yes, I 
think out of the discussion that the increase would 


Q. Be the same? 
A. Be the same," (Evidence, pp. 812,3) 


That such discussions among the mills resulted in a common price 
being arrived at, though such price might be lower than some of the parti- 
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cipants wished, is indicated by the following evidence of R, H. Eccle- 
stone, sales manager of Rolland: 


"Q, 


A. 


At those meetings would you not say, 'If that is what 
you are going to do, that is what we will do, too.! 
and tell them that you were going to do it? 


I would say that we would probably have to follow them, 
and we always have. And, frankly, it is not our desire 
at any time to be out of line in connection with prices, 
with other mills, We do not think it is good business 
for us, or that it is sound business for anybody, And 

I think it is a good thing for everybody that prices 
are uniform, 


At those meetings you could assure the other mills that 
your price would be the same as theirs? 


They would expect it. We would not assure them of it. 
It would probably be taken for granted? 
Yes, probably taken for granted, 


Because of the long course of dealing, is that fair to 
say? 


If Provincial was going to put up the price of book 
paper, put it up a quarter of a cent a pound, and we 
did not like it, that is what he is going to do, 
whether we like it or lump it, That is all, But we 
have always followed it. 


But on those occasions, if you felt that it should be 
higher, would you not try to persuade them to put it 
up higher? 


We would tell them, 'We think you are crazy! —= that it 
should be more than that, if we so felt. 


And would they, on occasions, listen to that? 


I would say they might be influenced by what we said, 
yes. 


On occasions? 
Yes, 


And might make their price a bit higher than they had 
originally proposed, as a result of representations by 
you? 


A. 


Q. 


A. 


- % = 


They might be influenced by what we would say. 


And is it true that on occasions they have actually 
been influenced? 


I would think so, yes. 

You can recall that there were such occasions -- and 

I am not asking for specific ones =-- but you can recall 
that there were such occasions? 


I would say that they have been influenced by the 
discussions. 


So that the original proposals which they would present 
at the start of a meeting would not necessarily be the 
one that would come out at the end? 

Not necessarily, no." 


(Evidence, pp. 1638,9) 
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IV. Arrangements Among Fine Paper Mills Respecting Discounts, 


Classification of Customers and Special Prices 


Discounts, where allowed, are of course a component of prices 
and the mills were in agreement upon this component. Moreover, since the 
mills sold direct to different classes of customers under different prices 
and conditions of sale, and since it was their policy to try to restrict 
the uses to which certain papers would be put, certain refinements became 
necessary if price uniformity was to prevail. If, for example, a discount 
was agreed upon for certain classes of paper sold to envelope manufacturers, 
it then became necessary to agree on the customers to whom such special 
price would be given, if variation in practice was to be avoided on the 
part of individual mills. Again, if a special price was established for 
a class of paper, such as register stock, which might be substituted for 
other grades, it then became necessary to agree on the purposes for which 
such stock would be supplied and the customers to whom it would be sold, 


(a) Discounts 


The following extract from a letter of May 22, 1936, written by 
E. He Smith of Howard Gnith to the innipeg office of the company in 
regard to a variation in the price of envelope paper, illustrates a 
general policy of agreement upon discounts: 


"For your confidential information, it was ascertained that 
Rolland, due to an error, have been quoting a carlot discount on 
25 ton shipments to Pioneer (Pioneer invelopes Limited). This 
was not in accordance with the proper price, as no carload discount 
applies to anyone in B. C. Rolland had promised to discontinue 
quoting the carload discount a week or 10 days ago, but when des 
received your wire I checked up with Mr. Ecclestone (of Rolland) 
to make sure that this was being done. He told me that their 
man was in Vancouver at present and that he had written him 
sometime ago to this effect, so I think you will find that Rolland 
will now quote exactly the same price that we do." 


(HSW 28-164) 


The various discounts agreed upon by the mills fall largely into 
three classes, one consisting of over-all discounts on purchases by 
particular classes of customers, another forming part of the price structure 
for particular classes of pape., such as the discounts under the bracket 
structures for book paper and bond paper, and a third constituting special 
prices. Some of the arrangements have remained unchanged for lengthy 
periods, others Lave been modified when a new pricing basis has been 
established. The minutes of September 5, 19355 of a committee of the Book 
and Writing Section, appointed to review conditions governing the granting 
of discounts, listed the following discounts or special prices then being 
granted by the mills: 
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"1. Loyalty Discount 

2. Quantity discount 

3. Book Quantity Discount 

4, Envelope Trade Discount 

5. Book Paper Special 24% and 5% 

6. Carload prices on Exercise Book, Stationery, Envelope Papers 
7. Publishers Text Book 

8. Machinery Houses 

9. Lithographers” | 


(HS 25-15) 


The loyalty discount agreement will be described in some detail 
later in this report. At the time this inquiry began the arrangements 
relating to the payment of this discount were similar to those described 
in a memorandum of Howard Snith dated September 18, 1944 as follows: 


"Loyalty Discount is a 5% allowance given bi-monthly to 
merchants, converters and envelope manufacturers on certain 
grades and under certain conditions. The names of customers 
who normally qualify for the discount are shown on page 37-90 
of our price book and the grades subject to Loyalty Discount 
are listed on pages 37-91 to 37-91E of our price book. 


Loyalty Discount becomes payable after we have been advised 
by W. J. T. Adamson the names of the customers who have qualified 
for the particular period under review. The discount is not to 
be paid to any individual customer for any period unless that 
customer's name is included on Adamson's list for the period 
under review. 


9 
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(HS 10-3) 


Customers entitled to loyalty discount had to make application 
through a firm of chartered accountants employed by the mills, '). J. T. 
Adamson & Co. of Montreal, and report importations of paper made by them 
during the period. hir. Adamson in his evidence (Evidence, pp. 976,8) 
stated that he mailed forms on which importations were to be reported to a 
‘list of firms and that when replies were received he would abstract the 
information as to importations and send a statement to the mills, namely, 
Alliance, Canada Paper, Don Valley, Hddy, Howard Gnith, Provincial and 
Rolland (ividence, p. 988) who were asked at the same time if they had any 
objections to the applications. ‘hen replies were received from the mills, 
je. Adamson would send out a list showing the firms for whom loyalty discount 
had been approved. The details of loyalty and quantity discounts had been 
handled directly under the Book and Writing Section prior to 1940, but the 
Executive Committee of the C.P.P.A.took the position that such matters 
should not form part of the functions of the Association and in November 
1940 it was arranged to have them handled by Mr. Adamson. The arrangement 
with Mr. Adamson was continued until 1950, after the time when this inquiry 
began. In May 1950 Provincial informed lir. Adamson that his serviccs in 
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connection with the discount arrangement would no longer be required and 
similar action was taken by other mills. On the abandonment of the 
joint arrangements for handling applications for discounts, the mills 
carried on such discounts on an individual basis. 


Prior to 1940 quantity discounts based on aggregate purchases 
from all the mills for one year were allowed, to the merchants only, on 
a smaller range of papers than that covered by the loyalty discount. 
These quantity discounts, under separate arrangements, were allowed on 
one group of papers including bond, ledger and writing papers and on a 
second group made up of book papers and were known as the quantity discount 
and as the book quantity discount respectively. When the change was made 
in 1940 to a bracket structure of prices for book papers, the mills dis- 
continued the book quantity discount, but the quantity discount on other 
grades was carried on through the medium of %. J. T. Adamson. The arrange- 
ment with respect to quantity discount is described as follows in the price 
list of Howard Snith, dated October 1, 1947: 


"Quantity Discount 


Quantity discount is a special type of trade discount 
granted by the mills to the paper merchants only. It is graduat- 
ed according to the amount of the individual merchant's pur chases 
from all mill combined. The names of customers who normally 
qualify for the discount are shown on page 37-90 sheet 5 of our 
price book and grades subject to this discount are listed sheets- 
OOM in each section. A master copy of all grades subject to 
loyalty Discount is on file in the Statistical Department. 


Quantity discount is payable annually after we have been 
advised by the Can. Pulp & Paper association through %. J. T. Adamson 
the names of the customers who have qualified and the rate of dis- 
count which they have earned. The discount is not to be'paid to 
any individual customer unless that customer's name is included on 
Adamson's list ana unless Adamson has advised us of the rate to be 
paid. 


To qualify for this discount a merchant must purchase during 
the year under review from all mills combined, not less than 
$55,000.00 worth of goods. Purchases of $35,000.00 qualify a 
merchant for a discount of .5% and every $7,000.00 which he pur- 
chases over this amount increases his rate of discount by .1% until 
he has reached a rate of 2.5% which is the maximum. 


Example: 
Total Purchases Discount Earned 
$05 ,000 .00 0.5% (Minimum 
42,000.00 0.6% 
49,000.00 0.7% 
56,000.00 0.8% 
etc. 


175,000.00 or over 2.5% (maximum) 


- 100 - 


Method of Computing Quantity Discount: 

(1) Every two months from the sales analysis punch cards the 
M.O. Statistical Department accumulate the value of grades 
subject to Quentity Discount sold to each merchant customer. 


(2) From this amount is deducted the Loyalty Discount and the 
net figure is reported to <he customer who is asked to 
advise whether or not this agrees with his records. 


(3) At the end of the year we report to Adamson the sum of 
these sales for the year to each customer. 


(4) Adamson then advises us the rate of Quantity Discount which 
each customer has earned. 


(5) We then apply the rate of discount reported by Adamson for 
each customer to the value of our sales to that customer 
as reported to 4damson, and issue the customer a credit 
note for the amount earned." 


(Volume VI, Sheets 2, 
e-A, Pp e 37-90) 


It will be seen from the foregoing that the rate of quantity 
discount paid by an individual mill did not depend on the volume of pur- 
chases by the merchant from that mill, but on the total volume purchased 
from all mills combined. It is obvious that one effect of the system was 
to give the merchant the same rate of discount from each mill regardless 
of the value of paper purchased from an individual mill. 


The manner in which loyalty and quantity discounts were dealt 
with establishes clearly that they were matters of agreement among the 
mills, The references to them and other discounts in the Book and Writing 
Section minutes and in other documents show that in the case of such dis- 
counts, modifications of the arrangements have commonly been discussed and 
agreed upon by the mills. i letter of January 11, 1937 from W. H. Aird of 
Howard Snith's Toronto office to @. h. Snith of the same company referred 
to certain problems arising in connection with the payment of loyalty dis- 
count to certain accounts. With reference to one account the letter stated: 


Ww 
ees 


“ith regard to Copp Clark Company, we have eliminated the 
Loyalty Discount on Offset Paper, last year their Marquette 
Envelope was on a net basis, although the price that was fixed 
was based on deducting both the Loyalty and Envelope Discount, 
and authorized by the other ills. ... 


(HS 25-113) 
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In March 1937 a committee representing the merchants apparently 
made representations to the mills for the restoration of quantity discount 
on litho papers which had been withdrawn previously. A meeting of rep- 
resentatives of merchants and mills was held on March 23, 1937 and the 
minutes state: 


The mills agreed that as on and from April lst 1937 
Quantity Discount will be granted on Litho Papers to paper 
merchants but no Special Discount on 5 and 10 ton lots. 


tv 
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(HS 7-18) : 


The following decisions recorded in the Book and Writing Section 
minutes indicate agreement on the basis on which loyalty and quantity dis- 
counts would be granted: 


June 17, 1937: 


A 


LITHO AND LOYiLTY DISCOUNT 


It was agreed that Loyalty Discount be effective on shipments 
after May lst, 1937. 


" 
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June 28, 1938: 


ie nr se 

After discussion, it was agreed that the quantity discount 
arrangement appliceble to manilla writing paper would become 
effective as of June lst, 1938. 


bf 
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On March 30, 1937 H. Crabtree of Howard Smith wrote to E. H. Gnith 
under the subject "Mid-West Paper Sales - Quantity Discount". His letter 
concluded: 


"It would be necessary, however, before anything is done, 
no matter how we feel, to take the matter up with the other 
Members of the Section and get their approval of any step we 
may take." 


(HS 25-10) 
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The adoption of the bracket pricing structure for book papers by 
the mills at the beginning of 1940 involved the abandonment of the system 
of quantity discounts on book paper previously followed. One inter-office 
memorandum of Howard Snith, dated January 5, 1940, stated: 


“As and from January lst, 1940, the Book Quantity Discount 
will be discontinued entirely. 


(HSW 31-2) 


Another Howard Smith memorandum of the same date made the following 
reference to a change in the basis on which loyalty discount would be grant~ 
ed: 


"In future, the Loyalty Discount on Book Paper will be 
allowed on trimming, packing and other differentials which 
have previously been quoted on a net basis. This change has 
been found necessary due to the revised re-sale prices on 
Book Paper." 


(HS 31-3) 


The minutes of a meeting of the Book and Writing Section, held 
on February 27, 1940, record: 
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LOYALTY DISCOUNT : 


Ruling on Loyalty Discount was made as follows:- 
ON BOOK PAPERS: 


Loyalty Discount on Book Papers applies on the 
delivered price and on packing and trimming and on all 
differentials for colours, light weights and fancy finishes. 


A 


ON BONDS, WRITING & STATIONERY PAPERS: 


Loyalty Discount on bonds, writings ang stationery papers 
applies on the base delivered price but not on packing and/or 
trimming charges where they are shown as extras. 


) 
. 
The introduction of a new scale of discounts for litho papers in 
January 1940 followed discussions among the interested mills. In a letter 
to B. Dllison of Eddy on January 19, 1940, G. A. Davidson of Howard Smith 

wrote with reference to a meeting: 
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« e « I believe this memorandum covers fully the subjects 
which came under review and the conclusions reached at that 
time. 


(BE 58-3) 


A seale of discounts applicable on sales of litho papers to mer- 
chants was one of the matters covered by the memorandum. The scale was 10 
per cent for Category B, 75 per cent for Category C, 5 per cent for Category 
D and S per cent for Category E. Marginal notes on the memorandum opposite 
this scale read "new suggestion January 25/40" and set out a scale of 15 per 
cent, 10 per cent, 6 per cent and 3 per cent. This appears to be the scale 
which was adopted, as G. A. Davidson in a letter of January 29, 1940 to the 
“innipeg office of his company wrote: 


Merchants will buy Litho Paper at these book paper resales 
and be allowed 3% on "it 
6% on *D" 
10% on. Tt 
15% on *B! 


(HSW 31-6C) 


Apparently from this time on loyalty discount was no longer allowed to 
merchants on their purchases of litho papers. 


Mr. Ellison pointed out certain inconsistencies in the use of 
this scale in a letter dated February 1, 1940 to Provincial and Howard 
Smith. His letter to Mr. Jewett of Provincial -read: 


"lerchants' Prices on Litho Label 


We notice a little mix-up on the prices of Litho Label 
to merchants. A one-ton lot bought by a merchant would be 
charged by us at 98.25 per cwt. less 15%, or $7.01 net. A 
2$-ton lot purchased by a merchant would be charged by us 
at $7.85 per cwt. less 10%, or $7.06 net. 


The ton price under classification "B' is less than the 
24-ton price under classification 'C*. 


Will you give us the answer to this one at your con- 
venience? 


% 
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(EBE 59-7A) 
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Mr. Jewett replied on February 9 that as the bulk of sales of 
this class of paper was direct to the user he did not think this was a 
very important matter, but it should be kept in mind for adjustment when 
a change had to be made. 


The trade discount on envelope papers to approved envelope manu- 
facturers was maintained for a considerable period at 5 per cent but the 
conditions under which it was granted and the classes of papers to which it 
applied were subject to review from time to time by the interested mills. 
After 1959 some such decisions were incorporated in what were known as "Green 
Memos" which were notices sent, independently of minutes, by the secretary 
of the Book and Writing Section (Evidence, p. 1022) to the mills, and 
were intended to record matters on which agreement had been reached among 
the mills. One such notice to "Book and ‘Writing Mills", described as 
"Memo No. 6" and dated August 6, 1940, reads as follows: 


"QFFSET, BOOK AND THAT PAPERS PRICES TO ENVELOPE MANUFACTURERS 


Our memorandum of April 4th, 1940 reads as follows:- 


"Sale of Offset, Text and Book Papers made to | 
Envelope Manufacturers at Merchant's list price 
net; no Loyalty Discount allowed.' 


This should now be changed to read:- 


"Offset, Text and Book Papers sold to Envelope 
Manufacturers should be charged at the regular 
list price, in any bracket in which the order 
may fall, and that the Trade discount allowed 
to merchants be given, but not the Loyalty 
Discount.' "™ 


(ROL 2-1) 


This notice was replaced by ilemo No. 61 dated May 27, 1943 which 
contained the same wording as the revision of August 6, 1940 with the 
following addition: "On Litho Papers no discount is allowed", 


The special discount of 5 per cent to envelope manufacturers was 
described briefly in the following terms in the Book and Writing Schedule 
of November 29, 1938: 


"A special trade discount of 5% is granted to any legiti- 
mate Envelope manufacturer as per the list of names agreed upon. 


The following grades are not subject to this 5% trade 
discount: 


Linen Finish 
Envelope Manilla 
Duplex Envelope" 


(EBE 42-6A) 
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Revisions of the conditions governing the discount appear in a 
series of green memos, beginning with Memo No. 25 of March 31, 1942, which 
was followed by Memo No. 64 of October 27, 1943, Memo No. 66 of November 
27, 1945 and Memo No. 67 of February 22, 1944. Ina letter of December 1, 
1943 to E. H. Smith of Howard Smith, G. A. Davidson made the following 
comment in referring to Green Memo No. 66: 


It is my understanding that those who purchase Bond Paper sub- 
ject to the trade discount as allowed to Invelope Manufacturers 
do not get the quantity discount because only the loyalty dis- 
count is paid to Converters and the extra trade discount to 
Envelope Mlanufacturers only. 


I believe that this has always been well understood by all mills". 
(HS 38-1C) 


Writing to Mr. Davidson on December 3, 1943, Mr. Smith suggested 
certain changes in Memo No. 66 to deal with points which he thought were 
not fully covered. Mr. Davidson replied on December 8 and enclosed a re- 
draft of Memo No. 66 which he intended to table at the next meeting to 
clarify the matter. 


The continuation of the special discount on bond papers sold to 
recognized envelope manufacturers was apparently considered in connection 
with the establishment of the new bracket structure on bond papers in 1947. 
The memorandum prepared by i. H. Smith of the conclusions reached at a 
meeting on January 50, 1947 contains the following: 
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The Section should also decide whether the special Trade 
Discount of 5% granted to envelope manufacturers under certain 
conditions will be continued on Bond Papers. 
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(HS 56-10) 


The special trade discount on bond papers was apparently not dis- 
continued at the same time as the bond bracket structure was introduced in 
October 1947 as a Howard Gnith memorandum dated September 29, 1948 and 
headed "Policy to Follow Effective September 28, 1948" contains the follow- 
ing among the matters dealt with: 
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The 5% Trade Discount allowed to Znvelope Manufacturers on the 
purchase of Bond Paper in imvelope sizes is to be discontinued. 


Li 
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(HS 59-1) 
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There was a meeting of the Book and Writing Section on September 
28, 1948 which was attended by representatives of Eddy, Howard Qnith, 
Provincial and Rolland. Mr. Patenaude, who prepared the foregoing Howard 
Snith memorandum and who attended the meeting as one of the representatives 
of Howard Snith, stated in evidence that while he could not recall every item, 
"a lot of these items were brought up, mentioned, especially all those which 
refer to trade customs" at meetings of mill representatives (Evidence, p. 1155). 


Changes in the trade discounts on book and litho papers were made 
in October 1947 when the packing and finishing differential charges were 
revised. Memorenda relating to these changes are found in Exhibit 67, which 
consists of two Eddy documents, the first of which bears the date September 
25, 1947, The second, headed "Statement II", sets out new scales of 
discounts for book and litho papers and contains this explanation: 


Trade discount to merchants will be allowed on base price of 
paper only and will not apply on differentials. 


To compensate, trade discounts will be increased by 1%, 


tt 
(ZBE 16-5) 


That such a scale of discounts was put into effect not only by 
Eddy but by other mills making book and litho papers is indicated ina 
copy of a letter dated October 4, 1947 from Hodder & Moffitt, Toronto, 
apparently circulated among Prairie Merchants, which contained the following: 
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In figuring ex-warehouse on Book Papers, it has to start from 
the price of rolls and then build up with extras for sheeting, 
packing, trimming, etc, 


The roll price and the colour extras only, are subject to both 
trade and loyalty. Other charges carry loyalty only. 


To compensate, discounts have been changed, so that merchant 
now will get: 


Plain Book Grades S.C. & EF. Litho 
1 Ton ( 10% (9%) ) 15% (14%) 
25 . Plus ( 5% (4%) ) 10% ( 9%o) 
5 Loyalty ( 3% (2%) ) 7% ( 6%) 
LF Loyalty Only % ( 3%) 


No. Loyalty 


(BARK 19-1) 
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Another adjustment in the discounts on quantities of less than 
one ton which is stated to have been made on an agreed basis is referred 
to in the following letter, also dated October 4, from Ivan Moffitt to 
D. Williamson of the Winnipeg office of Hodder & Moffitt: 


"On some book paper lines, the mill will supply to mer- 
chants in less than 1 ton lots, charging it out at the Eastern 
merchant's 1 case resale, less trade and loyalty discounts and 
plus freight to Western points. 


It was intended that the net return to the mill should be 
approximately 25¢ cwt more on 1 case than on 1 ton lots. For 
years it has been mixed up on the basis that was used, subject 
to 24% on plain papers and 20% on coated papers. 


In fixing up the Hastern mark-up schedule it was found 
this case lot could be brought closer to balance by making the 
discount to merchants 22% instead of the 24% on plain and 20% 
on coated. The mills have agreed. 


Actually it will make no difference to the iestern mer- 
chants as on any lines (coloured book, text, etc.) which can 
be bought at the case price, the resales are based on the case 
price less discounts and regular mark-up added. The change in 
the discount means no loss to the merchant, therefore, as the 
ream and broken lot prices carry mark-ups on the net figure 
whether the discount is 24% or 22%. 


It would be well to explain this to the members at a 
convenient opportunity, as some may feel the mills are cutting 
down on us. The fact is the 24% rate always was wrong and, as 
it was proposed by us in the first place, we readily concur in 
the adjustment now made." 


(BARK 19-14) 


(bo) Classification of Customers 


The arrangements among the fine paper mills with respect to 
special discounts on the sale of special classes of paper involved agree- 
meat as to the firms who would be regarded as eligible under each arrange- 
ment. In the case of the loyalty discount and quantity discount arrangements, 
formal procedures were adopted to maintain uniformity of practice among 
the mills. Applications for loyalty discount were submitted to each mill 
for approval and the final list was made up after the approval of each 
mill had been given. Under the quantity discount arrangement, information 
for each customer entitled to such discount was submitted by the respective 
mills to Mir. Adamson, who prepared the list setting out the rate of discount 
which should be given to each customer. 


The loyalty discount was granted to merchants, converters and 
envelope manufacturers who were jointly approved by the mills. The 
following record appears in the minutes of the Book and Writing Section for 
January 22, 1925; 
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Application was made by Le Comptoir National to be placed 
on the Loyalty Discount list for 1933 and 1934, It was decided 
to grant this application for 1934, 


tr 
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Conditions of sale, including prices and firms to be supplied, | 
with respect to mimeograph paper have been matters of joint arrangement 
among the fine paper mills from time to time. Book and Writing Section 
minutes of March 27, 1935 state under the heading "MIMEOGRAPH AND MACHINERY 
HOUSES": 


"It was agreed that the National Stationers be added to the 
list of machinery houses. .. ." 


The following reference to mimeograph paper is contained in the 
minutes of September 4, 1935: 


9 


Discussion took place on the complaint that others than 
machinery houses were obtaining mimeograph papers on the same 
basis as machinery houses. 


The secretary was instructed to inform Mr. Moffitt that 
so far as is known no sales have been made to firms such as he 
mentions and that the mills understand by ‘machinery houses’, 
such firms as actually sell duplicating machines and supplies. 


The minutes of the same Book and Writing Section meeting also 
record: 
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It was moved and carried that Nimeograph Sales Co. of Canada 
Ltd. be added to the list of machinery houses. 


ww 
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Register stock, a bond paper used by business form manufacturers, 
is another type of paper in regard to which the mills sought to agree on 
the firms to whom such paper would be sold. Howard Smith and Eddy appear 
to have been the mills most interested in establishing an agreed list of 
register stock purchasers. Writing to E, H. Smith of Howard Snith on 
December 31, 1935, E. Clarke of Eddy stated, "Je have no objection to confin- 
ing our sales of Register stock to those accounts who are definitely in the 
Register business", but he mentioned one firm which he thought should be 
accepted as being in the register business (HS 435-1N). He went on in his 
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letter to say that if this firm was so regarded "We are quite prepared 
not to sell Register stock through merchants". In a letter of February 5, 
1936 to J. F. Taylor of Eddy, E. H. Gnith wrote: 


"I have just received a reminder from Mr, Cadman, that 
you and I are to line up a list of firms who are privileged 
to buy Register Paper. 


Li 
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(HS 43-1F) 


Restriction of the sale of register paper is indicated in a letter 
of December 14, 1936 to the Winnipeg office of Howard Smith in which 2. He 
Smith referred to the discontinuance of the sale of register paper to 
Systems Equipment Ltd. of Winnipeg (HSW 28-22). Apparently this firm was 
not making forms but using this paper for some purpose for which a more 
expensive grade was ordinarily sold. In a reply dated December 22, He Se 
Ramsay of Howard Smith's Winnipes office indicated that the customer was 
not pleased at being unable to purchase register paper and stated "though 
I pointed out that if we continued selling them it would be just breaking 
down a grade and eventually we would have to supply all the other printers 
with the same grade", In concluding his letter, Mr. Ramsay wrote: 


"I am glad to see that the Eddy Paper Co. have stated they 
will discontinue selling Bulman Bros. register stock". 


(HSW 28-21) 


Systems Equipment Ltd. apparently had two establishments, one in 
Toronto and another in Winnipeg. The following reference to this firm 
appears in Book and Writing Section minutes of January 26, 1939: 
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Following discussion it was agreed that Systems Equip- 
ment be added to the (register stock) list. A revised list 
will be sent out to all mills. 
e s ot 
In a list dated March 7, 1939 (HS 66-1G) the name of Systems 
Equipment, Toronto, was included but on May 23, 1939 E. Clarke of Eddy wrote 
to A. =H, Cadman (EBE 63-74) to ask whether it would be possible to act on 
an application to have Systems Equipment Ltd, of Winnipeg added to the 
list of converters in advance of the next meeting. Ina reply dated May 
25, Mr. Cadman stated that the matter should be put before all mills (EBE 63-7). 
Green Memo No. 11, dated October 7, 1940, has the heading “Register Stock 
Purchasers" and lists eleven firms, including "Systems Equipment, Toronto, 
Winnipeg". 


Reference has been made previously to the special discounts grant- 
ed to recognized envelope manufacturers. For a considerable period, such 
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discounts included the loyalty discount of 5 per cent and a trade discount 
of 5 per cent on paper used for making envelopes. It has already been 
explained that the acceptance of firms to whom loyalty discounts would be 
granted was a matter of joint arrangement among the mills. Arising out 

of discussions of proposed amendments to the loyalty discount agreement, 
consideration was being given in 1938 to a change in the system of discounts 
applying on sales to recognized envelope manufacturers. In a letter to 

H. F. &. Kent of the Gage company, dated October 1, 1938, HE. H. Gnith of 


Howard Smith wrote: 
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» « « Therefore, I have regretfully come to the conclusion, 
with which I think you agree, that so far as this price spread is 
concerned, we cannot do better than our present system, and the 
only change that I feel should be made would be to provide addi- 
tional protection to the recognized envelope manufacturer by 
stipulating that no firm would be recognized by the mills as an 
envelope manufacturer until they had purchased for envelope use, 
paper to the value of at least 420,000 in one year. If this were 
done, it would make the small recognized envelope manufacturer's 
price 5% plus 5% (or 9.75%) below the price charged to the unrecog- 
nized firm attenpting to make envelopes, and the large buyer like 
yourself would have approximately ¥5.00 per ton additional protec- 
tion. This seems to me to be about as far as we could go but, of 
course, even this would have to receive the approval of the other 


mills. 


Ly 
(HS 10-19K) 


The additional protection of which Mr. Smith spoke was embodied in 
the Book and Writing Schedule, dated November 29, 1938 (EEE 426) in a 
provision that buyers of envelope paper in carlots of 20 tons should get 
a discount of »5.00 per ton. 


The following comments on discounts to envelope manufacturers 
were contained in a letter of December 19, 1938 from E. He Smith to A. i. 
Cadman: 
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As you know, the Envelope Manufacturers have been agitating 
to have the Mills protect them against small Envelope Manufacturers 
by requiring that in order to qualify for both the Loyalty and 
Trade Discounts, an Envelope Manufacturer must purchase at least 
25,000 worth of envelope paper per annum. They have also insisted 
that the Mills protect the Envelope Manufacturers against the regu- 
lar paper jobbers by giving the invelope Manufacturers a special 
Trade Discount. 
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(HS 10-18A) 
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Minutes of the Book and Writing Section for January 26, 1939 


contain the following reference to the matter: 


"” 


Mr. Smith stated that the envelope manufacturers had 


revamped the suggested rerulations for Loyalty Discount in 
such a way as to nullify the proposals to a considerable 
extent. If this question is to be proceeded with some deci- 
sion must be made. 


A committee of Messrs. Smith (chairman), Jewett, Ecclestone, 


and Taylor was appointed to meet before the next meeting of the 
Section and discuss this matter. 
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The report of the Committee is described as follows in the 


minutes of March 7, 1939: 
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Mr. Snith reported on behalf of the Committee in regard 


to the Loyalty Discount and Envelope Manufacturers. The Com- 
mittee recommended that the changes suggested by the Envelope 
Manufacturers be not concurred in except that which set the 
qualification for an envelope manufacturer as one whose pur- 
chases of paper amounted to 425,000 a year which was agreed to 
provided that no one at present recognieed was affected. 


lation was 


In his evidence EZ. H. Smith stated that the purpose of the regu- 


to protect established envelope manufacturers from the competition 


of basement envelope makers who would pick up a second-hand machine and sell 
envelopes at prices which would seriously disturb the prices of the estab-~ 
lished manufacturers. He replied as follows to a question as to the purpose 
of setting up a figure for annual purchases in order to qualify for discounts 
on envelope paper: 


"Q. It was really put in to protect established business against 
new entrants into the field? 


A. Not exactly that. If someone came along and built an 
envelope plant and said, I am going to put in envelope 
machines here and I am going into the envelope business, ‘ 
@ real envelope manufacturer, he would have got his 
loyalty discount before he ever established his $25,000; 
but it was to give them protection against this fly-by- 
night type of competition that it was discussed, and I 
guess it was done," 


: (Evidence, pp. 1462,3) 
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It is not entirely clear whether the condition was considered as 
being $20,000 or $25,000. A. H. Cadman wrote to Hddy on February 9, 1939: 


"The Provincial Envelopes Co. Toronto asked that they be 
placed on the Loyalty Discount list and it was agreed that their 
request be granted if they fulfil the necessary conditions. 


According to the Loyalty Discount regulations they must 
be bona fide Envelope manufacturers and purchase paper to an 
amount of not less than »20,000 per annum. 


? 


{EBE 64-11A) 


The following reference to Provincial Envelopes Co. appears in 
Book and Writing Section minutes of April 19, 1939: 
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The secretary was instructed to write the Provincial 
invelopes Co, that the emount of their purchases of envelope 
paper does not qualify them for Suantity Discount. 
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The position of Provincial Hnvelopes Co. is referred to again in 
the Book and “Writing Section minutes of February 22, 1944, which state: 
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A letter was read from Provincial Envelope Company 
stating that their purchases of envelope paper for twelve 
months 1943 amounted to over $20,000. 


hd 
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The name of Provincial Envelopes Co. appears in Green Memo No. 72 of the 
same date which sets out “List of Envelope Manufacturers Who Qualify for 
Trade Discount". On February 29, 1944 Mr. Adamson wrote to Provincial 
Envelopes and said: 


"I am given to understand that your Company is now to be 
placed on the Loyalty Discount list in view of the amount of 
your purchases of envelope paper. 


The procedure to be followed in this regard is as follows:- 
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(AD 3-1) 
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A circular, dated October 51, 1938 and signed A. i. Cadman, gave 
the names of eight firms on a "Register Stock List” and asked that the 
sender be notified "if this list is not in agreement with your list". The 
following notice was contained in the circular which had been marked "Not 
for your files": 


"It has been Suggested that the name of T. Eaton Co. Ltd., 
Winnipeg be added to this list. This will be for consideration 
at the next meeting of the Section." 


(HS 14-3¢) 


The ‘/innipeg office of Howard Smith, under date of September 15, 
1958, had prepared a quotation covering register stock for the Eaton company 
(HS? 10), but the letter carries the handwritten notation "withdrawn", 


The following year, on October 4, 1959, =, Clarke of Eddy wrote 
to A. P. Jewett of Provincial as follows: 
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AS apparently the other Mills are not desirous of Seliine 
Eaton's Register Paper, or of adding their name to the Register 
Stock List, we have decided in future to sell them Plain #7 
Bond in Jinnipeg, in rolls, on the basis of the regular schedule 
price, plus the extra for narrow rolls, if required, and we would 
ask your co-operation in quoting on a similar basis. 


Howard Snith and Rolland, we understand, are also cooperating 
with us to this extent." 


(EBE 75-5B) 
In a reply dated October 5, 1939, Mr. Jewett wrote: 


“We have your letter of the 4th, with regard to Register 
Stock in “innipeg and we will, of course, co-operate. 


As I understand the matter, this paper has been sold in 
the past to the Supply Department in Jinnipeg and we do not 
ordinarily do any business with them. Our transactions are with 
the Printing Department direct for the Mail Order Catalogue." 
(EBE 75~5A) 


Mr. Jewett was questioned in regard to this letter and his evidence contain- 
ed the following: 


"Q. + e « What do you mean by that? What does that last 
paragraph mean? 


A. Again evasive action. 


~~ {ee 


9. Would it be fair to say that you led the other mills 
to believe that you were and would co-operate, but 
that you actually did not? 


A. ‘Well, I know we did not. I do not remember this 
particular instance. We did not co-operate with any- 
one with respect to this particular business. Asa 
matter of fact, for all practical purposes we make no 
register paper, which is really a bond paper grade 
anyway e 


Qe The words that strike me in that letter are the words 
‘of course'; taken for granted. They are your own words. 
Ye will, of course, co-operate.' 


A. We say, ‘of course', but we do not follow it through. 


Qe I am not suggesting that you do, but what that suggests 
to me is that the other mills certainly thought you 
weré co-operating and you were conveying that impression 
on the surface that is what you did, no matter what you 
might have done? 


A. Possibly so. 


Qe I suggest to you, therefore, that there was actually 
agreement amongst you that you did co-operate? 


JNA No." 
(Evidence, pp. 736,7) 


The register stock list prior to 1940 did not contain the name 
of Bulman Bros., Winnipeg. G. A. Davidson of Howard Smith wrote to the 
Winnipeg office of the company on June 22, 1940 indicating the point of 
objection to a particular sale of register stock; 
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It is not the fact that the Eddy Company sold Register 
stock to Bulman Bros. but that they sold Register stock which 
was used for the printing of a catalogue which is not a 
Continuous Register System. 


Ly 
(HSW 27-15) 


E. He Gnith of Howard Smith was questioned as to the purpose of 
the register stock list. He said that register stock is a specialized 
paper for the production of continuous forms and while made for that par- 
ticular purpose, it could be put to other uses. In his evidence he said, 
in part: 


HAT SY os 


"A. The grade is only made for continuous forms people. 
To the best of our knowledge that list shows people 
who make continuous forms, and therefore buy this paper. 
We will not sell it to others. 


A. The necessity for the list is simply to show the people 
who make continuous forms in Canada, and to whom we 
would normally expect to sell this. If someone starts 
up a business, someone who is not on the list, there is 
no trouble about getting it. They can get there, and 
get it. 3 eae 


(Evidence, pp. 1456,7) 


The name of Bulman Bros., Winnipeg, was contained in the list of 
Register Stock Purchasers shown in Green ilemo No. ll of October 7, 1940, 
and the minutes of a Book and Writing meeting held on October 1, 1940 
record that "at the request of Mr. Clarke the name of Bulman Bros. was 
added to the Register Stock List.” 


The policy of the Eddy Company in selling register paper is 
referred to in a company memorandum written by B. Ellison to E. Clarke 
on October 51, 1941. Mr. Ellison listed eleven firms entitled to buy 
register bond at register stock prices and instructed that no such orders 
for firms not on the list were to be passed (BE 85-30). He pointed out 
that register stock prices had been given to certain firms not included in 
the list and added "This is strictly irregular and please see that this 
condition is corrected". 


Interest in the use to which direct buyers of fine papers might 
put their purchases is indicated in a letter written by N. E. Wainwright 
of Don Valley to W. S. Kidd of Eddy on February 8, 1939. Mr. Wainwright 
said that there were some matters of concern, among which: 


"Is the Ticket Stock that you sold to Laminated Papers 
and which Mr. John Taylor explained to me was sold in rolls. 
This is more or less cleared up, except that I think that we 
should control the sale of any product that we sell to the 
converter and have it understood that they are not to use the 
stock for purposes that are apt to upset the market in general, 
i.e. the purchase of Laminated Papers of Ticket Stock, in rolls, 
which they cut up into sheets and sell through the Kruger Paper 
Company at a lower price on account of the difference,in weight." 


(EBE 70-2) 


Similar interest is shown in a letter of April 14, 1941 which 
B. Ellison of Eddy wrote to E. H. Smith of Howard Smith in regard to the sale 
of full size sheets to printers by a direct buyer in Western Canada. In his 
letter, Mr. Ellison wrote: 


- 116 - 


bd e @ 


It has been my understanding that we fine paper mills 
sell to “illson Stationery Company as Converters only and 
that in no sense is it our intention to support these people 


as fine paper Lierchants. 


I am quite prepared to enforce a ruling upon these people 
that they are not to re-sell] to the printing trade and that 
they are to buy as Converters only, provided such a ruling is 
agreeable to you and you are prepared to also enforce a similar 


rule. 


I am sending copies of this letter to liessrs. E. Howard 
Smith, R. H. Ecclestone and Arthur P. Jewett, and would ask 
that they kindly, in replying, send copies to the above 
parties as well so that we may all be au courant with this 
correspondence. 
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(KBE 57-3A) 
reply dated April 15, Mr. Smith said: 


m . . . I fully agree with you that it is not the intention 
of the mills to support these people as Fine Paper merchants. 


We will be only too glad to work with you and the other 
mills in an endeavour to have this practice discontinued, and 
I would suggest that this matter might be discussed after 
adjournment of the next meeting of the Book and ‘/riting Section, 
which I believe is called for Tuesday of next week." 


(EBE 57-3) 


In his evidence Mr. Smith said that he did not think that any 


effective action was taken to prevent this customer from dealing in paper. 
Commenting generally on converters handling paper, Mr. Smith said: 


"A, » « « about thirty per cent of our paper goes through 
paper merchants. The paper merchants, so far as we are 
concerned, are the most economical method we have been 
able to find of getting paper to the small and widely 
spread out printers. Now, if you have converters buying 
paper from us for their conversion process, and buying an 
extra ton, and then going out and peddling that around 
at any old price at all, how could we expect to maintain 
a proper merchant in a healthy position so that he could 
do a job in the distribution of our products? Therefore, 
when we sell paper for a conversion purpose it is for that 
purpose. .. ." 


(Evidence, pp. 1451,2) 
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Ae E. Smith of Howard Smith, writing to Mr. Aird on January 2l, 
1947 about changing the listing of a firm in the company's list of accounts 
to whom the sale of register stock was restricted, said that before doing 
so he thought he should refer the matter to Mir. Aird "as I believe this is 


something you probably have to clear with the other milis before we definitely 
do this" (HS 78-1D). 


The matter of the sale of register paper continued to appear in 
the record of discussions among mill representatives. In an inter-office 
letter of March 10, 1947 to Ww. H. Aird, E. H. Snith of Howard Smith dealt 
with the possibility that a merchant Might try to secure some business for 
register paper and expressed the opinion that it would be a mistake for 
any mill to sell register stock to a merchant (HS 78&-1F), In his letter 
he suggested that Mr. Aird might "have a talk with the other mills with 
& view to making sure that no one slips". 


An inter-office letter of liarch 11, 1947 in reply to the fore- 
going contained the following: 


You will note that it is planned to discuss at the next 
meeting the point that Register Stock should not be sold through 
the Merchants. 


(HS 78-1C) 


Reference has already been made to Exhibit 91, which consists of 
& memorandum prepared by EZ. H. Snith summarizing conclusions reached at 
@ meeting of representatives of Howard Smith, Rolland and Eddy on January 
50, 1947 when the bracket price structure for bond papers was being 
considered. The memorandum contains references to various classes of 
customers recognized by the mills, among which is the following reference 
to machinery houses: 


Machinery houses as listed by the Book and Writing Section will 
be sold Mimeograph Faper on the present basis as outlined in 
Green Memo 55. 


NOTE: This machinery house set-up and the list of machinery 
houses should be reviewed by the Section. 


(EBE 29-44) 


Green Memo No. 55 is dated March 23, 1943 and replaced Memo No. 
41 of September 9, 1942. Both memos set out prices and conditions of sale 
for mimeograph papers when sold to converters, merchants or machinery houses. 
and, in addition, Memo No. 55 has a list of machinery houses. 
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Mr. Smith's memorandum also referred to converters, envelope manu- 
facturers and continucus form manufacturers and stated in each case that 
the list of firms should be checked by the Section. 


The system of securing joint approval for the list of firms to be 
granted loyalty discount was continued until the services of W. J. T. Adamson 
were dispensed with in 1950. In 1947 the name of ". G. Evans was added to 
the list of envelope manufacturers to whom the loyalty discount would be 
given. Ina letter written to each of the mills on June 24, 1947, W. J. T. 
Adamson asked whether Mir. Zvans' application was acceptable. By July 4 each 
mill had replied saying, in effect, either that it approved or had no objece 
tion (AD 1-13B to I). 


The removal of a firm from the list of those accepted for loyalty 
discount is indicated in a letter of September 30, 1948 from Howard Snith 
to W. J. Te Adamson, After stating that the list of applications was 
approved, the letter went on: 


"However, please delete from the list of applications the 
Beveridge Supply Co., Limited.” 


(AD 1-2) 


Mr. Adamson submitted the revised list to Eddy with a letter dated October 
9, 1948 in which he said: 


"The applications for Loyalty Discount for the months of 
July and August 1948, as per the attached list have now been 
approved by the Mills concerned. 


It is, therefore, in order to issue the usual credit notes.” 
(uBF 5-5) 


In the list accompanying this letter the name of Beveridge Supply Co., Ltd. 
had been scored out. At the foot of the list the following note appeared: 


"At the request of one of the mills, the name of Beveridge 
Supply Co., Ltd. has been deleted from this list." 


(EBE 5-54) 


The following reference was made in an inter-office letter of 
Howard Smith dated October 14, 1948 to the deletion of Beveridge Supply 
Co., Ltd., from the loyalty discount list: 


"Please find attached, list of subject customers that have 
applied for Loyalty Discount for the period of July-August/48. 


We have checked, in black, all customers receiving Loyalty 
Discount for the period, from Howard Smith Paper Mills Ltd.- 
and all customers entitled to the Discount have applied. 
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Beveridge Supply, deleted from attached list, had subject 
sales of $58.23; they will lose approximately $3.00 from us. 


(HS 95-1A) 


The deletion of Beveridge Supply Co. Ltd. from the list probably had little 
or no significance in itself, having regard to the amount of its purchases, 
but it is of some significance in illustrating the working of the loyalty 
discount arrangement. 


The question of keeping the name of Bulman Bros.on a list for 
register stock was raised in an inter-office letter of Howard Smith dated 
way 1, 1947 (HS 112-3H). The following direction was given in a company 
memorandum of May 5, 1947: 


"Please leave Bulman Bros' name on the Continuous Form 
list until such times as I determine from other Mills, whether 
they should be listed or not. ... 


hil 
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(HS 112-38) 


On July 20, 1948 iddy wrote to Rolland Stating that a copy of 
the price list for register paper was being enclosed {ROL 14-1). At the 
head of this list which is dated June 1, 1948 there is a statement that 
register paper “may be sold to the following continuous form manufacturers 
only" (ROL 14-1(2) ). The names of ten firms are contained in the list. 


(c) Special Prices 


Special prices established by fine paper mills may be classified, 
in the main, in three ways. One class would consist of special prices 
arranged among the mills for special customers, types of paper or special 
occasions. In a second class would be special prices established by one 
mill for particular accounts which other mills would not solicit or would 
not solicit upon the basis of better prices. In the third class would be 
so-called "open accounts" but the available evidence indicates that there 
were relatively few occasions on which the trade of firms regarded as 
“open accounts” would be actively sought on a price basis. In ceneral, 
customers to whom special prices were given by one mill would tend to be 
recognized as being in the second class described above. 


; One of the more formalized arrangements for special prices was 
established to provide for the sale of paper for the publication of text 
dooks. H. H. Smith of Howard Smith said in evidence that the granting of 
&@ special price had been worked out by his company and then accepted by 
the other mills. The special price for text book paper, which was referred 
to as a drawback or allowance, was first established when the duty on 
imported text books was removed and Canadian publishers of text books then 
faced the competition of duty-free books, although paper remained subject 
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to customs duties. In his evidence Mr. Snith said that the allowance on 
paper used to publish text books in Canada was granted to permit Canadian 
publishers to meet such competition as, in the absence of such action, pub- 
lishers would have pressed for the removal of customs duties so that they 
could import paper duty free for such purposes. 


The arrangement among the mills, under which the special price 
for text book paper was allowed, required the publisher, until after this 
inquiry had commenced, to file an affidavit which contained the following 


stipulation: 


"It is my (our) understanding that tauthorized text books! 
means books which have a place on the official lists of text 
books for public, high, and normal schools issued by each of 
the provinces, and which, to the extent of at least 80 per cent 
of the total edition sold, are used as texts in the schools of 
one or more of the provinces. 


It is a condition of this allowance being granted that no 
paper shall be imported for the purpose of printing authorized 
text books and by this affidavit I declare that no imports of 
paper have been made by me (us) for this purpose since September, 
1934," 


(AD 202-1) 


The application for the allowance was not made directly to the mill 
supplying the paper but, in the earlier years, the applicant submitted the 
affidavit to the Canadian Pulp and Paper Association and, from 1940 until 
May, 1950 to W. Je T. Adamson who dealt with this arrangement as well as 
with the loyalty and quantity discounts. 


It was stated that under the arrangements, which provided for a 
common rate of allowance among the mills, the allowance was available to 
any publisher in respect of paper used in the publication of recognized 
text books. Nevertheless from the nature of the arrangement it is evident 
that one object was to confine the allowance to firms jointly acceptable 
to the mills. This is borne out by early references to the granting of the 
allowance. G. A. Davidson of Howard Snith wrote to the Winnipeg office of 
the company on January 18, 1935 that tHe text book arrangement was confined 

‘to a list of publishers and stated: 
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« « « This list has been approved by all mills and on no 
account is any mention of this arrangement to be made to other 
than the firms appearing on this list. 
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(HSW-33~2A) 
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The following reference to the arrangement is contained in the 
minutes of the Book and Writing Section for January 22, 1935: 


” 
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FUBLISHERS' AFFIDAVIT FORWS: 

The members agreed that no new names should be added to 
the list of text book publishers before such names had been 
submitted to the meeting and approved. 


? 


It will be remembered that it was not the paper for the printing of text 
books which was admitted free, but only text books themselves. This meant 
that the arrangement had the effect of putting the publishers who were on 
the list in a preferred position over those who were not. 


Other arrangements as to prices have applied to sales to certain 
other classes of publishers. In a letter of September 27, 1935 to *!. H. 
Aird of Howard Smith's Toronto office, Z. H. Smith suggested that Mr. Aird 
might discuss publishers' prices with Mr. Jewett of Provincial. In his 
letter Mr. Smith said: 
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These publishers prices are certainly a great nuisance and 
I wish we could get rid of them altogether. Possibly you and 
Mir, Jewett will be able to work out some better basis for them 
than the one under which we are presently operating. 


(HS 57-39) 


Jriting to Mr. Guith on September 28, Mr. Aird said that the 
next time Mr. Jewett was in Montreal he planned to discuss the whole 
publishers’ price situation with lir. Smith (HS 57-3P). 


Arrangements with respect to the sale of paper to publishers 
through merchants were referred to in a letter of December 29, 1939 from 
A. E. Cadman to B. Hllison of Eddy, in which he wrote: 


"At the last meeting of the Book and “Yriting Section it 
was agreed that all sales of paper to publishers now being 
_ gold through merchants, together with the sale prices and 
rates of discount allowed to the merchants shall be reported 
to the secretary. 


It was further agreed that such sales shall be only for 
magazines which enjoy second class postal privileges and that 
no sales be made through merchants to any publications not on 
the present list until the proposed addition has been discussed 
at a meeting of the Section.” 


(EBE 50-17) 
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Minutes of the Book and ‘“iriting Section of February 27, 1940 
record: 
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The lists of publishers buying direct or through mer- 
chants head been received by the secretary. It was agreed 
that these should not be distributed but that when the 
occasion arose the mills could call the secretary for any 
desired information. 


w 


The adoption of a scale of discounts covering the sale of certain 
grades of paper to publishers using 250 tons or less is shown as taking 
place later in 1940. In a letter dated June 21, 1940 to A. ii, Cadman, with 
copies to B. Ellison (Eddy), A. P. Jewett (Provincial), R. H. mcclestone 
(Rolland) and &. H. Smith (Howard Smith), G. A. Davidson writing as chairman, 
Book and writing Section, stated: 


"Reference the memo handed the writer in Toronto 
‘SECTION 1 GENERAL" Special Book, Offset etc., I notice on 
page 2 that it states 


‘Publishers of magazines will be sold at the Trade 
Price less $1.00 per cwt. in any quantity’ 


Then below it specifically outlines $1.00 on S.C. and 75¢ per 
cwt., on Ee F. grades 1 and 3 only. It seems to me that the 
paragraph first mentioned is contradictory with the actual and 
this should be rectified. 


(BE 49-3) 


At the conclusion of his letter lr. Davidson referred to “our meeting 
called for the 25th". 


The details of publishers! prices are set out in an iddy document 
which read as follows: 


"Effective June 25th, 1940. 
BOOK AND WRITING MILLS 


FUBLISHERS' BUSINESS: 


Publishers of magazines and trade papers using 250 tons 
or less will be sold at list price in any quantity bracket under 
which the individual order falls, provided that the name of each 
Magazine be clearly shown on each order, and that the magazines 
so shown do actually enjoy second-class mailing privileges, less 


66045.5 


the following allowances: 


§ 1.00 per 100% on S.C. ) On numbers 1 and 
75 per 1007 on E.F. ) 3 Grades only 


On No. 4 Grade 25¢ off S. C. price; nothing off E, F. 
The following firms are sold at open prices:- 


MacLean Publishing Company - Toronto 
Consolidated Press - Toronto 
Magazine Digest - Toronto 

Poirier & Bissette - Montreal 

Stovel & Company - Winnipeg 


(EBE 85-17) 


The same details, excepting the list of open accounts, are given in Green 
Miemo No. 4 which bears the date June 25, 1940. 


The sale of paper for publications through a merchant was 
referred to in a letter of August 6, 1943 from Provincial to Jo Re Booth 
Limited. After setting out the basis of pricing in such cases, the letter 
stated: 


"On the other hand, there has been an understanding that 
no additional publications would be covered by this arrange~ 
ment unless cleared through the section, and I think this 
latter qualification has been fairly well followed of late," 


(PIT 17-2) 


Many references appear in the documents to the exchange of informe 
ation among mills as to the prices charged particular accounts in order to 
lessen the possibility that one mill would offer a lower price than that 
established by another. In some cases the information related to the prices 
which would be quoted by one mill on a sale direct to the user of paper; 
in other cases the information would be about prices arranged to be quoted 
by the distributor for the mill. It was information of this latter kind 
which gave rise to some discussion involving Howard Smith's Winnipeg 
office in the fall of 1937. This office had been informed by ‘wf. H. Aird 
in a telegram of September 17, 1937 that there had been an enquiry for 
approximately five tons of alkali proof paper and that Mr. Aird had 
talked to Provincial and that the price would be $6.50 per cwt. (HS 22-11 I). 
This information was apparently passed on by the Winnipeg office of Howard. 
Smith to one of the company's distributors. Provincial's distributor then 
complained (HS 22-11H) that proper use had not been made of the price infor- 
mation and Provincial passed the complaint on to Howard Smith (HS 22~11G), 
In a letter to the Winnipeg office on October 1, 1937, E. H. Smith wrote: 
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. « « Price information of this nature that we get from 
our competitors is really very confidential and if any of them _ 
feel that when they tell us about an order there is any likelihood 
of our going out and quoting on it before we actually receive the 
inquiry, they will naturally refuse to discuss things of this 
nature with us, which will make it much more difficult to keep 
prices in line. 


As a matter of fact, I would say that unless any new 
price that you received in this way was in the nature of an 
increase, there should be no need of saying anything to your 
customer about it at all - simply wait until he asks you what 
the price is. 
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(HS 22-114) 


E. He. Smith wrote in a memorandum dated October 23, 1937 that he 
had checked with Mr. Jewett and learned that Provincial's price to a parti- 
cular publisher was $5.25 (HS 30-15). The memorandum went on to indicate 
that Howard Snith would use the same price if it were asked to quote. 


A special price on register stock is referred to in a letter of 
November 8, 1937 from EH. H. Gmith to A. &. Cadman, in which Mr. Smith wrote: 


"As you know, we set up a special 50 ton price on Register 
Stock at the meeting held in September. If I remember correctly, 
we reported to the last meeting that this price had worked out in 
a satisfactory manner with our customer, and that they had discon- 
tinued importing the No. 2 sheet which we were afraid would disturb 
the Canadian market, and which was the reason for our setting up a 
50 ton price. 
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(HS 7-7) 


The price to be quoted on paper for Winnipeg public schools is 
referred to in a number of documents extending over the period from 1937 
to 1941. On May 27, 1937, G. A. Davidson of Howard Smith wrote in an inter- 
office letter to H. Crabtree that he had instructed Mr. Aird to withdraw 
& quotation as a result of certain discussions which had been held on the 
previous day and Mr. Davidson then listed prices which would be applicable 
on paper for Winnipeg public schools (HS 20-1W). A further company memo- 
randum of lday 51 written apparently by H. Crabtree indicated that all mills 
were in agreement (HS 20-1U) and Mr. Davidson, writing on the same day, in 
what may be a reply, stated: 
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" . . . The price as given in my letter of the 27th was 
arranged by all mills and we are quoting on that basis,- 
Rolland, Provincial, Eddy - Howard Gnith. ..." 


(HS 20-1T) 


In the following year HZ. H. Smith of Howard Smith wrote to H.F.i. 
Kent of W. J. Gage & Co. Limited on May 6, 1938 listing certain prices and 
asking Mir, Kent to let him know if the suggested prices for paper for 
Winnipeg School Board were satisfactory "so that I can get it lined up with 
the other mills" (HS 20-1P). on Way 9 E. H. Snith wrote to G. A. Davidson 
asking him to let him know if the other mills have agreed to the prices 
(HS 20-1N). On this memorandum there is a notation with the date June 3, 
“these prices had been arranged with the other mills". The establishment 
of prices for the Winnipeg Public School Board in 1939 is referred to in 
a letter of April 22, 1939 from &. H. Smith of Howard Snith to H.F.E. Kent 
of the W. J. Gage company. In his letter bir. Smith confirmed certain prices 


_ which had been previously discussed with Mr. Kent and stated; 


"I may say that the other mills agreed to quote these prices 
on this business should they receive an enquiry." 


(HS 20-1K) 


Arrangements with respect to the Winnipeg Public School contract 
in 1940 are discussed in a letter of April 25, 1940 which E. H. Smith wrote 
to HE. Clarke of Eddy, with a copy to R. Ecclestone of Rolland, and which 
sets out prices and conditions of sale (HS 20-1H). Mr. Smith said in his 
letter that he understood the arrangements were satisfactory to iddy and 
that they had already been confirmed with Provincial, 


A letter of April 26, 1941 from &. H. Smith to H.F.E. Kent of 
the Gage company lists prices which would be quoted on paper for Winnipeg 
public schools (HS 20-1D). A handwritten note on the copy of this letter 
reads, "discussed with Rolland and Eddy Apr. 26 and with Jewett Apr. 28 all 
agreed", | 


When Mr. Snith was examined on the foregoing correspondence, he 
said that the Howard Snith company had had the business of supplying the 
paper through the Gage company for some time. He gave the following evi- 
dence in reply to a question as to the purpose of the arrangements among 
the mills: 


"Qe That means that if some other converter decided that they 
might quote on it, you wanted to make sure they could not 
quote less than your customer, the Gage Company? 


A. Not only that, but to make sure that the converters 
Quoting it were starting on an equal basis. ace ae™ 


(Evidence, p. 1437) 
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Co-operation by way of checking with Eddy before Howard Snith 
put in a quotation on Stone Straw paper was indicated in an inter-office 
letter of October 14, 1938 from LE. H. Gnith to. W. H. Aird (HS 55-17B). 
At the conclusion of his letter Mr. Smith wrote, "I would like to show a 
co-operative spirit by making sure that we do not cut the Eddy Co.'s 
price or conditions of sale". Ina reply dated October 18, Mr. Aird wrote 
that he had secured information as to prices from Eddy and that Howard Snith 
would go in "on the same basis” (HS 17-17A). 


Sometimes there has been question as to whether one mill has 
disclosed fully information as to its prices when requested to give such 
information by another mill. In a memorandum of March 20, 1959 E. H. Smith 
wrote that he had telephoned Mr. Clarke of Hddy and sought information as to 
addy's prices to a particular account so that both mills could quote on the 
same basis (HS 55-15E). Another Howard Snith memorandum of March 23 recounts 
that on February 21 Mr. Davidson of Howard Smith had sought from Eddy inform- 
ation as to its prices in a particular case and that E. H. Gnith had secured 
further price information from HZddy on March 8 (HS 55-1G). This is followed 
by a memorandum dictated by &. H. Smith on March 31 in which he reports 
that he discussed the matters with Mr. Kidd of Eddy and found that Eddy's 
prices were not the same as those previously given. Mr. Snith stated in his 
memorandum that he had told Mr. Kidd that he felt that "if Eddy Company were 
going to change their price, Mr. Taylor should have told me", The memoran- 
dum concluded: 


"hr. Kidd told me that he was very sorry that I had been 
incorrectly advised in both these instances and he would do 
his utmost to see that it did not happen again." 


(HS 55-14) 


Discussion between R. B. Hall of Canada Paper and J. F. Taylor 
of Eddy on the price of a grade of paper called government postcard is 
contained in correspondence at the end of 1958. Writing to Mr. Hall on 
December 15, 1938 (EBE 79-1), Mr. Taylor indicated that a price of $8.50 per 
cwt. which had been given in a letter of December 1% (KBE 79-14) from Mr. Hall 
would be satisfactory. 


On December 16, 1938 KE. Clarke of Eddy wrote to G. W. Pauline of 
Alliance telling him that Eddy had quoted a price of $6.30 per cwt. to a 
merchant for a particular grade of manilla paper (EBE 72-2B). In a reply 
dated January 3, 1939 Mr. Pauline said he was quite in accord with the price 
named by Eddy (KBE 72-2), 


In a letter of February 7, 1939 to A. E. Cadman, 2. Clarke of Eddy 
asked for information as to the prices of book paper for publishers (EBE 64-12). 
In his reply of February 9, Mr. Cadman wrote: 


"Prices on publishers! book paper have never been included 
in the schedule; they are arranged as between the mills... 
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(EBE 64-12) 
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On receipt of this letter Mr. Clarke wrote to A. P. Jewett of 
Provincial on February 10 asking "what prices are in effect at the present 
time?" (EBE 75-6A). In a reply of February 13 Mr. Jewett wrote: 


" . « « the whole setup is so tricky that rather than 
attempt to give this data to you in a letter I would appreciate 
you or Mr. John Taylor taking this up with me at the next 
Meeting when I can explain this better verbally." 


(ELBE 75-6) 


From time to time mills would exchange information as to special 
prices when it appeared that conditions might be favourable for the discone 
tinuance of some price concession. In a letter of December 29, 1939 to 
ie He. Gnith of Howard Smith, E. Clarke of Eddy wrote that a discount of 5 
per cent on eye-saving bond paper was being allowed by Eddy to one account 
because of the belief that Howard Smith was giving a similar discount 
(HS 55-9C). Replying on January 2, 1940 =. H. Gnith said that this was not 
the case but that Howard Gnith did permit this account to order in lesser 
quantities than 2 and 3 tons (EBE 58-1B). EE. Clarke then indicated in a 
letter of January 3, that in future Eddy would charge the account the 
regular price (HS 55-9A). 


E. He. Gnith wrote to E. Clarke of Eddy on December 29, 1939 sending 
a list of prices to be quoted the Dominion Government and stating that the 
prices had been checked with Peter Rolland and were satisfactory (EBE 73-2), 
The letter in Eddy's files bears a handwritten note to the effect that Liddy 
would agree to the prices, A further letter of January 23, 1940 from 
J. B. Larkin of Howard Smith to E. Clarke of Eddy contained a list of 
prices for litho paper for the Department of Public Printing and Stationery 
which were said to have been arrived at in consultation with Provincial 
(EBE 58-5B). In a reply on January 29 ir. Clarke said that there had been 
a meeting of the Bock and Writing Section and that a change had been made 
in the set-up for litho papers (EBE 58-54). Mr. Larkin wrote to ifr, Clarke 
again on February 9 enclosing a list of prices which he said were based on 
the new set-up (EBE 58-5). 


In a Howard Smith memorandum of January 23, 1940, E. H. Snith 
wrote that certain prices had been arranged for paper for a particular 
catalogue and that he had spoken to Mir. Toy of Provincial "about all these 
prices and he agreed that if he received enquiries he would not quote 
without speaking to me" (HS 30-13). 


A. P. Jewett of Provincial wrote to E. Clarke of Eddy on July ll, 
1940 and listed certain prices which Provincial was quoting to T. Eaton 
Company. In regard to these prices, lir. Jewett said in his letter: 
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We would greatly appreciate your respecting these figures 
in the event that you should be asked to quote.” 


(ZBE 59-54) 
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Replying on July 12, ifr. Clarke wrote: 


nm. . » We shall be glad to respect the prices referred 
to in your letter should we be asked to quote on this business." 


(BE 59-5) 


Discussions and arrangement among various mills with respect to 
the price of sulphite manilla paper for the Canadian National Railways are 
shown in documents for several periods. Ina letter of July 29, 1940 to 
A. Pe. Jewett of Provincial, E. Clarke of Eddy listed prices for this grade 
of paper which were stated to be agreeable to Eddy (ZBE 59-4C). Mr. 
Clarke went on to say that he was advising Mr. Pauline of Alliance accorde 
ingly. The proposals were apparently acceptable as Alliance replied on 
July 30: 
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We are quite in accord with your suggestion, which con- 

firms my conversation with Mr. Jewett, of the Provincial Faper 
Limited. 


We will accordingly establish these prices until further 
notice." 


(EBE 59-4) 


The following year, on July 29, 1941, A. P. Jewett of Provincial 
wrote to E, Clarke of Eddy about quoting C.N.R. manilla paper on a price pre- 
vailing basis (WBE 56-2C). Replying to this letter on July 30, Mr. Clarke 
said that he had been in touch with Norman Fair of Booth's who had discussed 

the matter with Mr. Smith of Howard Smith and both mills were prepared to 
make the price firm for sixty days (BE 56-2B). In a further letter on 
August 1 Mr, Clarke wrote that while Alliance had decided to quote on a 
"price prevailing" basis, Booth had already quoted a price firm for sixty 
days (EBE 56-2). 


In an office memorandum of February 2, 1941 to B. Hllison of Eddy, 
Z, Clarke referred to steps being taken to protect Eddy's bid on a parlia- 
mentary print tender. (ZBz 3e@-4). Mr. Clarke wrote that Mr. Winlow of J. R. 
Booth Limited had indicated that he would protect Eddy'ts price and that Mr. 
Snith of Howard Guith "would protect our price through Alliance, and also 
inform Provincial what we were doing, and would ask them also to protect 
our price”, 


- E. H. Snith of Howard Gnith informed the Toronto office of the 
company in a letter of February 11, 1941 that he had checked with Mr. Zllison 
of Eddy in regard to the price quoted for a particular order. Mr. Snith wrote: 


"After talking to you this afternoon I called up Mr. Ellison 
and told him that we had quoted $7.05 plus 15¢ for trimming side 
and end and Mr. Ellison confirmed that that was the price his 
Company had put in. 
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‘a (HS 9-3B) 


In a reply of February 12 from Howard Smith's Toronto office it was stated 
that Mr. Jewett of Provincial had been telephoned and it had been learned 
that Provincial had not quoted a lower price (HS 9-34). 


A. P. Jewett of Provincial wrote to E. He Smith of Howard Smith 
on February 16, 1942 giving information on Provincial's prices for paper 
for a particular publication and stating in regard to Howard Gnith quoting 
to another publisher: 
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« « « I think you could do so without interference from us 
and would suggest that you keep us posted as to what you are 
doing." 


(PLT 13-12) 


Replying to this letter on February 17, E. H. Qnith wrote: 
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I will gladly keep you posted as to what we are doing and 
greatly appreciate your co-operation.” 


(PLT 13-11) 


Prices to buyers of register stock were the subject of correspond- 
ence between Howard Snith and dddy in 1947. W. H. Aird of Howard Snith 
wrote to Norman Fair of Hddy on January 8: 


"Further to our conversation yesterday, I believe that 
Register Stock prices are relatively the same to all Continuous 
Form manufacturers, dependent on the quantities ordered, less 
than carlots, carlots and that sort of thing. 


I imagine, therefore, that the two Companies we mentioned 
are on the same basis, and will you let me know at your con- 
venience." 


(EBE 2-2A) 


In his reply made on January 10 Mir. Fair said: 
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Since my return to Hull I have checked very carefully into 
Register stock prices and find that our prices are exactly the 
same for the two companies about which we talked. ... 


(EBE 2-2) 
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W. H. Aird of Howard Gnith informed E. H. Smith in an inter-office 
letter of April 30, 1947 that he had discussed the sale of exercise paper 
to two accounts with Mr. Jewett who had indicated that Provincial planned 
to remove certain price concessions given to these two customers (HS 99-2B). 
An inter-office letter of May 2 from Howard Smith's Montreal office to Mr. 
Aird contained the following: 
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This means that these two accounts will now take the 
regular Repton price and we will therefore cancel in the Frice 
Book the special prices we now show for these two accounts." 


(HS 99-24) 


Relationships between Hovard Smith and Provincial were described 
in a memorandum of August 8, 1947 in which E. H. Gnith wrote: 


"For many years our dealings with our competitors 
including Provincial, have been most co-operative and it is 
felt that this has worked out to the best interests of both 
Provincial and ourselves. The following are specific examples 
of instances where we are presently co-operating with them. 


(4) Since 1932 and even before that Provincial and Howard Smith 
have deliberately laid off many of each other's accounts. 
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(HS 22-3) 


E. He Smith gave the following evidence in regard to this 
practice: 


"A. The statement is correct, yes: but when I say we have 
laid off it does not mean that we have not quoted or 
have not gone after business, But we definitely have 
not cut their prices, and I think they have done the 
same with us. 


Q. When you say ‘have deliberately laid off many of each 
other’s accounts' -- does not that mean that you have 
refrained from quoting? 


Ae No, we have quoted, That refers to publication business, 
mostly, where Provincial are the ones with the lion's 
share, and we had a little of it. We did not go after 
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their publication business very heavily, and they did 
not go after ours. But we quoted and in some cases we 
had some business from each other's account. 


Q- Do you mean by that that when you did quote you would 
always quote the same price as Provincial? 


Ae I made sure I did not cut their price. 
Qe When you quoted on another account? 


Ae Yes, because I knew that they were getting the majority 
of the business. 


BY MR. HANSARD: 
Qe Would you say why? 


Ae Well, there was not much object in doing it. We might 
get business there; but all that would happen is that 
they would take a slap at us somewhere else. We would 
lose business there, and end up probably with something 
approaching the same amount of business, but at a lower 
price. 


Qe Is that the policy you adopted independently of Provincial? 


A. Well, there was not any agreement with anyone that we would 
do it. But I think they did the same thing with our accounts. 
It was independently adopted. I think that is the fair way 
of putting it." 


(Evidence, pp. 1431,2) 


A memorandum of Zz. H. Smith, dated August 11, 1948, deals with 
an inquiry by Mr. icclestone of Rolland as to the price at which Howard 
Snith was supplying paper through a merchant to a firm which had approached 
Rolland in regard to a car of paper (HS 47-1). Mr. Smith, in his memorandum, 
stated that he had given Rolland information as to Howard Smith's price to 
the merchant but had pointed out that he was sure the merchant would have 
sold at a higher price. In connection with this point, Mr. Snith had 
written: " .. . in any case, they (Rolland) would not quote direct.” 


The arrangements which have been made over the years with respect 
to special prices, the exchange of information when one mill has established 
a price to a particular account and the acceptance of preferred accounts of. 
one mill by other mills have all played their parts in the concerted efforts 
made to avoid price competition in the sale of fine papers. In many cases, 
no specific agreement was necessary; the pattern of accepted behaviour 
had become so well established that each mill was prepared to rely in large 
measure on the confidence which had been built up through co-operation 
previously displayed. This did not mean that the actions were any less 
effective in avoiding price competition than might have been expected if, on 
each occasion, formal undertakings had been sought and given, 


The wide variety of grades, weights, sizes and colours in which 
fine papers are made as well as the finishes, forms of packing and other 
features which may be provided by the mill would leave room for variations 
in individual mill practices, which might upset the pricing arrangements, 
if certain arrangements to prevent this were not made. The evidence dis- 
closes that arrangements have been made among the fine paper mills to 
establish agreed charges with respect to many such matters and to define 
conditions of sale and other factors in the filling or pricing of an order. 
Indeed, the agreements upon these ancillary matters, which were pointless 
in the circumstances except for the purpose of supporting an over-all 
pricing arrangement, may be said to form some of the most cogent evidence 
in the case. Until recently the provisions relating to many of the matters 
agreed upon by the mills were incorporated in a publication known as 
"Trade Customs"; others were included in the Book and Writing Schedule; 
and some were set out in memoranda sent to the mills, including the 
series of Green Memos which was introduced in 1940. 


(a) Trade Customs 


In the form in which it was published prior to the time of 
wartime de-control, Trade Customs consisted of a schedule of charges, 
differentials and conditions covering such matters as trimming, packing, 
wrapping, weights, colours, finishes, broken packages, special fillers, 
gloss ink papers, deckle edge papers, fancy finishes, etc. As weil as 
setting out charges or price differentials for such factors, Trade Customs 
contained provisions relating to such things as grades of paper to be made 
in certain classes, the conditions for the acceptance of mill orders, terms 
of sale, etc. ' 


From time to time changes have been made in Trade Customs and 
related matters by decision of the nills. at infrequent intervals the 
printed edition of Trade Customs has been revised, the preparatory work 
usually being done by committees of the Book and Writing Section, and a 
new edition published. As has already been indicated, not all matters 
related to trade customs have been published in the editions of Trade 
Customs. With respect to the series of Green Memos which included some . 
such matters, R, H. Ecclestone of Rolland gave the following description 
in his evidence: 


"A, The green memos served the purpose in this way, that any~ 
thing we felt that we should have an understanding on with 
regard to common practices -- price would be involved -- 
not basic price of paper, but what I would call the service 
charges -- and yet it was something that was not advisable 
to put in the trade customs, because the trade customs are 
available to anybody. The trade customs go out, and they 
are sent to merchants and converters and manufacturers, and 
to a limited mumber of printers -- anybody can have a copy 
of the trade customs -- any printer, or anybody else at all. 
Therefore there are some things which might correspond to 
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trade customs but yet which we think is desirable not to 
give full publicity to everybody. There are understandings 
we would have between ourselves as to freight charges, 

or service charges, or things of that nature. They were 

a guide to us on things of that nature." 


(Evidence, p. 1592) 


The significance of extra or differential charges and other 
complementary pricing factors is illustrated in the following excerpts 
taken from the evidence. In a letter to =z. Clarke of Eddy on December 10, 
1955, &. H. Smith said that No. 7 bond had been recently established as 
the cheapest grade of bond paper to be distributed through merchants and 
that: | 


"In addition to this, we have established differentials 
in our Trade Customs for Bond Paper in rolls, and I believe 
that these should bé the minimum prices at which we would be 
prepared to take business. 


i] | 
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(HS 43-19) 


For a period the published Trade Customs set out an additional 
service charge when a mill filled an order involving less than a full 
package of paper. An inter-office letter of Howard Smith, dated December 
18, 1935, which contained the following, apparently had reference to the 
scale of charges: 


"You received a circular letter from Nr. E. Howard 
Smith in which he stated that the Service Charge had been 
reduced to $1.00. 


We now find, however, that thie is not correct. Mr. 
Smith phoned us this morning and stated that while they are 
endeavouring to reduce the Service charge to $1.00, it has 
not yet been accepted by tie other Mills, and there is a 
possibility that it never will be. 


Please, therefore work on the old basis, viz. 2.00." 
(HS 44-15) 


The minutes of a Book and Writing Section meeting on January 30, 
1936 state that the secretary was instructed to send out a notice drafted 
at a previous meeting, and a notice sent out by the secretary as having 
been adopted on January 30, 1936 contains the following: 


? 
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SURVICL CHARGE: New Service Charge to be made of $1.00 
instead of $2.00 and enforced except for a necessary list 
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of exemptions as heretofore. 


" 
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(HS 7-19) 


An edition of Trade Customs, bearing the date November 1936, contains a 
provision relating to broken packages and sets out the charge as 1.00 
per package. 


The matter of deckle edge sheets was considered at a meeting 
of the Book and Writing Section on March 3, 1938 and the minutes record: 


" 
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It was agreed that deckle edge sheets should be added 
to the schedule and Howard Smith and Rolland Paper Co. were 
asked to put this in order. ‘ 


" 
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R. H. Ecclestone of Rolland wrote to John Taylor of Eddy on March 14, 1938 
listing the charges made for deckle edge sheets by the Rolland company and 
stating: in 


" 
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You will have an opportunity of checking these figures 
and the question can be discussed again at our next meeting.” 


(EBE 76-14) 


A letter of January 9, 1939 from Eddy to A. E. Cadman referred 
to the desirability of having the Schedule clarified with respect to the 
charges for embossing and stated: 

" . « » we would appreciate your bringing it up at the 
first Meeting of the Book and Writing Section, and having 
the charges definitely arranged." 


(EBE 6421A) 


The copy of the Book and Writing Schedule (BE 42-6 ) sets out 
details of embossing charges and such rates were the subject of a letter 
from Eddy to R. H. Ecclestone of Rolland on February 7, 1939, which con- 
tained the following: 


"We have just received from Mr. Cadman a revised sheet, 
showing the new Embossing charges, and also a revised sheet 
of page (23) of the Book and Writing Schedule. 


Would you mind advising me if the prices referred to on 
pages (22) and (23) of the Book and Writing Schedule are net, 
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with no extras for embossing; in other words, I take it that 
the prices outlined on these two pages include the embossing 
charges. . « e 


Ai] 
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(BE 74-14) 


In his reply of February 10, Mr. Ecclestone stated: 


? 


Answering your question, the prices as referred to on pages 
22 and 23 do certainly include the embossing. The new emboss- 
ing charges, as outlined in the revised sheet to which you 
refer, had been set-up to take care of large printing orders 
on Offset paper, and do not apply to stationery papers. Ina 
previous memorandum, the following paragraph was included: 


‘These charges apply to Offset only 
and not to Stationery papers’ 


You will note that I am sending this letter to you on 
a plain sheet and would suggest that you do not put it in 
your files but destroy it, as we should not have any cor- 
respondence with regard to prices or any reference made to 
a Book and Writing schedule. 


May I respectfully suggest that you destroy the copy of 
your letter to me. 


Li) 
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(EBE 74-1) 


The agreements with respect to practices which may be described 
broadly as trade customs, in addition to price differentials and extra 
charges, embraced such matters as the form in which or purpose for which 
a particular type of paper might be purchased, and the size or type of order 
which could be placed, including assortment of sizes or of colours. An 
arrangement related to the latter is referred to in a letter of October 28, 


1958 from E. Clarke of Eddy to A. P. Jewett of Provincial, in which ir. Clarke 


stated: 


"You will remember that it was agreed some time ago to 
discontinue packing Poster in assorted colours. We are inform- 
ed that in the Maritimes some of your Poster is still being sold 
in assorted colours. We have been asked to meet this condition 
but have declined to do so. 


If this report is correct, will you be good enough to arrange 
the discontinuance of the sale of assorted colours in the Meritime 
territory. 


(ERE 81-3) 


os TR vee 


Mr. Jewett’s reply, dated October 29, contained the following: 


We wish to assure you that since agreeing to discon- 
tinue the sale of assorted colors we have made no sales 
thereof whatsoever and any paper of this kind being offered 
now must be from unsold merchants’ stocks, 


" 
es 6) ‘6 


(EBE 81-2) 


, Various forms of packing of mill shipments were provided for 
under Trade Customs with certain variations in charges depending upon 
the type of packing. The matter of packing of envelope paper is referred 
to in the minutes of a meeting of the Book and Writing Section held on 
January 26, 1939 in the following way: 


wv 
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It was agreed that all mills would adhere strictly to 
the regulations laid down in the Trade Customs in regard to 
packing of envelope papers. 

id 


Toward the end of the year at a meeting held on November 29, 1939 
the following addition to Trade Customs was approved: 


? 
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Standard grades will be packed cases, protected 
bundles or on skids. . 


On standard grades which are regularly packed in 
protected bundles or cases and where the packing is in- 
cluded in the price, unprotected bundles cannot be supplied, 
exception:- converting grades, No. 5 stationery, embossed 
linen finish, No. 4 linen finish, envelope grades, 


" 
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This change may have been the one referred to in an inter-office 
letter from the Winnipeg branch of Howard Smith on March 18, 1940 which, 
after referring to certain prices being charged by merchants, went on, 

"it started when the mills took away the unprotected bundle allowance of 
20¢ cwt and it meant instead of making their Loyalty Discount plus 20¢ for 
unprotected bundles they were only making the Loyalty Discount" (HSV 28-46). 
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The merchants then decided they were going to put an upcharge of 25¢ cwte 
on three ton quantities. 


Removal of one of the exceptions to the packing regulations was 
arranged at a Book and Writing Section meeting on April 4, 1940. The 
minutes record: 


ov 
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It was decided that envelope grades shall not be 
supplied in unprotected bundles. 


9 
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This change was referred to in an inter-office letter of Howard 
Snith, dated the following day: 


"The question has arisen recently as to the exception 
of packing Envelope grades in unprotected bundles. 


Please be advised that this matter has been reviewed 
by the mills and that in future Envelope Paper can only be 
packed on skids, cases or protected bundles and that the | 
use of unprotected bundles in envelope grades will not apply. | 


The reason for this is that the price structure basis is 
built up on cases, skids or protected bundle packing. 


(HSW 27-12) 


Several amendments to Trade Customs were discussed and approved 
at a meeting of the Book and “Iriting Section on May 22, 1940. Included 
were a scale of charges for cores, a charge for making papers suitable for | 


the use of gloss ink printing and a revised scale of charges for tints and 
colours. 


The restrictions upon the assorting of colours in one order are 
illustrated in a letter of June 25, 1940 from Howard Smith's Winnipeg 
office to the Montreal office in regard to an enquiry for offset paper : 


"There is a misunderstanding in this connection and 
possibly the fault is mine. Mrs. Sinclair called me up and 
asked me if we could mix colors in the 500 pound bracket and 
without giving it as much thought as I should have I told 
her I thought we could do this. No doubt she wrote Provincial 
telling them Howard Snith Paper Mills were accepting orders 
for 500 pounds, several colors. 


After receiving your letter I checked into this and 
find the 500 pound bracket is definitely one item and we will 
be guided accordingly here. 


it 
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(HSW 27-16) 


A regulation governing the mixing of grades in the making up of 
weight of an order for the application of quantity prices was passed at a 
Book and Iriting Section meeting on October 1, 1940. The minutes state: 
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Following discussion it was moved and carried 


‘that no mixing privileges will be allowed in book, 
litho or offset papers; each of these grades is separate 
and no grade may be mixed with either of the others.’ 


Ww 
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More detailed provisions as to mixing privileges were set out in Green Memo 
No. 10, dated October 4, 1940. 


Green Miemo No. 17, dated March 14, 1941, provided that exercise 
book papers were not to be sold to merchants in recognized bond paper sizes 
and that if conversion sizes (i.e., large sheets for cutting) were sold the 
name of the customer to whom the paper was being resold was to be shown on 
the order. The purpose, of course, was to prevent the cheaper exercise 
paper from being sold for other purposes, e.g., as a writing paper. 
ue Clarke of Eddy, in a letter of 4ugust 11, 1941 to BE. H. Smith of Howard 
Smith, thought that the provisions of the memo might be revised in view 
of the classification of exercise book paper as a writing paper (EBE 87-llA). 
E. He Gnith in a reply of August 13 said: 


eee 


It seems to me that the real test is the use to which 
the paper is to be put. Personally, I would be very suspicious 
of a converter's order for 17 x 22 - 40M, as I think that that 
size is unlikely to be used for conversion. However, it is quite 
possible that it might be so used and if the mill is able to 
satisfy itself that the use is for a genuine conversion job, I 
do not see that any harm can be done by supplying the paper. 
if on the other hand the mill is at all suspicious that the 
customer is going to substitute it for a writing paper, then I 
think they should definitely refuse to supply it and in such 
a case, I think it might be as well to warn the other mills 
just to make sure that nobody else slips up.” 


(EBE 57-11) 
The practice of holding the size of untrimmed sheets to the size 


actually ordered was referred to in a memorandum of Howard Snith dated 
April 28, 1941, which stated: 
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"Mr. Jewett telephoned me this morning to say that they 
had received an order from R. C. S. for Poster Paper; the 
order specified that the paper was to be untrimmed on skids 
and stated that the specified size was the size of R. C. Se 
trimmed sheet and that a margin for trimming must be allowed. 


In discussing the matter with R. C. S., Mr. Jewett stated 
that R. C. S. told them that other mills supplied them with 
oversize sheets for trimming without charging for the oversize. 


I checked up cn the matter and advised Mr. Jewett that we 
are not doing this. 
bid 
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(HS 22-8) 


Agreement to maintain the practice of not furnishing over-size 
Sheets is set out in Green Memo No. 18, dated May 3, 1941, which contained 
the following: 


"One of the Mills stated that they have been advised 
that some of the manufacturers were supplying untrimmed 
paper somewhat over the actual size ordered, with a view | 
to allowing the customer sufficient margin to trim the +{f 
paper to the ordered size himself, and it was pointed out | 
that this was contrary to Paragraph 29 'i' of the Trade 
Customs, which reads as follows:- 


‘Paper ordered untrimmed shall be made to 
Size ordered with no margin for trim.! 


All Mills agreed that the practice of deliberately supply- 
ing over-size paper would not be followed, but it was pointed 
out that there was bound to be a certain variation in the size 
of untrimmed paper and that the customer had a right to expect 
that no paper supplied would be smaller than the size ordered. © 
It was agreed that the paper should always be cut as closely 
as possible to the size ordered and that the variation over 
size would not exceed 1/4" on each dimension. This is not to 
be interpreted that deliberately the paper be made 1/4" over 
size ordered." 


The application of Trade Customs to charges for light weight papers 
was the subject of correspondence between the head offices and Winnipeg 
branch offices of Howard Smith and Eddy in 1941. The question arose because 
Hddy was apparently using the actual weights of 10 and 13 pound bond paper 
in arriving at delivered prices at Jinnipeg, whereas Howard Smith was 
charging on the standard basis of 16 pounds though the actual weight might 
be iess. An inter-office letter from Howard Smith's Winnipeg office, a 
copy of which Howard Smith's Montreal office sent to Eddy on February 25, 1941, 
contained the following: 
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Both Mr. Edgar (representing Eddy) and myself agree 
it is only a very small matter but the point is all mills 
should be on the same basis and we would suggest you dis- 
cuss the matter and get it straightened out either Eddy way 


or our way, whichever is best.” 


(BE 57-1G) 


Subsequently Eddy wrote to its Winnipeg representative that it wished to 

have the light weight bond papers priced in accordance with the provisions 
of Trade Customs which set out that lighter weights should be charged for 
as standard paper. ,A copy of the letter of instructions was sent by iddy 


to Howard Snith. 


The close attention given to the application of Trade Customs 
is illustrated by discussions among interested mills, beginning in 1942 
and 6xtending into 1948 at least, over reported sales of hard sized (made 
suitable for use with ink) book paper in size 22 x 34 to printers in 
Edmonton. The matter was set out in a letter of August 10, 1942 to A. P. 
Jewett of Provincial from G. A. Davidson of Howard Smith who wrote: 


" . - e AS you are aware, this is being contrary to 
regulations Trade Customs - 


‘Paragraph 21, page 19 (revised)' 


*(a) Book Paper shall not be supplied in writing 
paper sizes and shall not be hard sized for 


writing purposes.' 


(PLT 15-8B) 


Discussion was carried on by correspondence and conversation as 
to the purpose for which the paper was being used and Mr. Davidson received 
the impression that Provincial would discontinue the sale of hard sized 
book paper in writing paper sizes. In March and April, 1943, Mr. Davidson 
of Howard Smith and R. H. Ecclestone of Rolland wrote to Mr. Jewett of 
Provincial about reported sales of book paper in writing paper sizes. 
Replying to Mr. Ecclestone on April 30, 1943, Mr. Jewett wrote: 


The matter of the sale by us of Algoma Hard Sized to 
the Mid-“lest Paper Sales Ltd. has been cleaned up. It is 
quite true that we did have an order on our books of which 
I was not aware at the time of the original discussion. 
Sy the time I learned of it it was made and had been shipped. 
Subsequently we have told the Mid-ivest Paper Sales that we 
will accept no further orders for this kind of paper unless 
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they submit therewith a specimen of the type of work on which it 
is to be used so that we may see if the use is a proper one. 


D. Ae Clark's reference to the sale of Litho Paper in Edmonton 
as a substitute for Sulphite Bond is the first I have heard of the 
matter. Consequently I am writing Mid-\vest Paper Sales to-day and 
if the same circumstances apply and if the use is not justifiable we 
will proceed to clean it up as we have done in the case of the Algoma 
Hard Sized. 


In looking at the Trade Customs, I think it would be well to in~ 
clude a paragraph that Litho Papers could not be applied (Supplied) 


in Writing Paper sizes as a substitute for Bond Paper because this point, 


while intended, is not now covered," 
(PLT 16-1a) 


Notice of a revision of Trade Customs was sent out by A. E. Cadman 


on June 2, 1943 which read; 
"21. NO WRITING SIZES SUPPLIED 


(a). Book Papers shall not be supplied in Writing Paper 
sizes and shall not be hard sized for writing purposes. 


(b). There are certain cases where Book Papers are properly 
required hard sized and in this event, subject to verification 
by the mill concerned, the extra charge shall be 25c. per cwt. 
(See para. 23e)." 

(HS 37-1) 


The following year, on May 5, 1944, E. H. Smith wrote to A. P. 
Jewett about further reports of the sale of hard sized paper in the west, 


and its use by the King's Printer at Edmonton for other than printing purposes, 


Mr. Jewett replied under date of May 6 that Provincial required assurances 


from its distributor that the paper would be legitimately used for printing. 


« Jewett enclosed samples of booklets representing the use to which the 
paper had been put. 


The sale of similar paper is referred to again in correspondence 
during 1947. The following reference was made in an inter-office letter of 
Howard Smith dated June 24, 1947: 


"Mr. Jewett told me to-day that he had advised Mr, Allan Napper, 
on his recent visit to Toronto that shipments of Algoma Book to 
the King’s Printer, Edmonton, would be discontinued. 


" 


(HS 89-3) 
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Howard Smith supplied a grade of paper called Opal litho which 
4t considered might be used for purposes similar to those which had been 
in question with respect to Algoma book. Discussions were carried on 
with Allan Napper of Mid-West Paper, which was a distributor for Provincial, 
looking to the discontinuance of the shipments which gave rise to question. 
On January 17, 1948 J. R. Nixon of Howard Snith's Toronto office wrote to 
the Montreal office, with a copy to ‘innipeg office, and referred to a 
report that Mid-est had taken another order from the King’s Printer at 
Edmonton for Algoma hard sized. He said in part: 


"No doubt Mr. Ross will want to follow this thing 
through with \llan Napper, to determine whether or not they 
are still accepting orders, which, of course, is definitely 
contrary to our understanding. 


Ken Murphy (Barber-Ellis) is quite prepared to make an 
issue of this with Provincial if we wish him to do so, although 
naturally he would prefer to have it discussed from the Mill 


angle.” 
(HSW 2-22) 


In an inter-office letter of February 26, 1948 Howard Gnith’s Winnipeg 
office wrote: F 


"As requested I had a further discussion with Allan 
Napper and after my explanation he seemed quite agreeable 
that we would be obliged to even up_the situation by taking 
a similur order from Barber Ellis (a Howard Snith represene 
tative in this respect), however, he stated quite definitely 
that it was the last as far as they were concerned and, of 
course, I made the same statement, as far as we were concerned. 


(HSW 2-2) 


This policy was confirmed in a Howard Smith letter of December 17, 
1948 in which its Winnipeg office was informed that further orders for Opal 
litho would not be accepted (HSW 2-2N). 


Revision of the content and form of published Trade Customs was 
undertaken by the mills after the war. The appointment of a committee for 
this purpose is recorded as follows in the minutes of a meeting of the 
Book and Writing Section on June 25, 1946: 


A committee consisting of 


Ae P. Jewett 

R. H. Ecclestone 
We. He Aird 

G. W. Larnshaw 


ae Pe 


was appointed to consider the Book and Writing Trade Customs. 

It was agreed that this matter be discussed with Mr. R. M. Fowler 
following a discussion between Messrs. Fowler and Cadman on the 
general aspects of Trade Customs. 


An inter-office memorandum, prepared by #}. H. Aird of Howard 
Snith on March 11, 1947, shows that the revision of Trade Customs was proceed= 
ing and that by that time decisicn had been made as to the subject matter of 
the proposed publication: 


"Consideration is being given by the Mills to a revision 
of Trade Customs on various grades. 


The revised Trade Customs, to be published eventually by 
C.P.P.A. will simply be a compilation of practices that have 
come to be accepted by individual manufacturers and their 
customers, as 4 basis for day to day transactions. 


No reference will be made to prices, price differentials 
etc and the words ‘Must’ or 'Shall Be* are to be eliminated. 


(HS 109-5F } 


In another inter-office memorandum of the same date, Mr, Aird 
referred to discussions with Messrs. Earnshaw and Joyce, and to revision of 
Trade Customs with respect to index and mill bristols. Mr, Earnshaw was 
connected with the Eddy company and Mr. Joyce was associated with Alliance 
and Don Valley. In his letter Mr. Aird said: 


” 
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« « e there are still a number of points to be settled, 
particularly with regard to Price Differentials, minimum g 
quantities and that sort of thing, and while some of these 
items will actually not be shown in Trade Customs nevertheless 
they have to be decided. 


However, we have made a start, and of course, the other 
Mills are giving thought to the subject also." 


(HS 109-4F ) 


Earlier in this report reference is made to the manner in which 
changes in the rates for packing and finishing differentials were worked out 
among the mills and incorporated in the price lists of individual companies 
in the fall of 1947. There appears to have been no change, therefore, in 
the general practice followed in arriving at common rates, but instead of 
being included in published Trade Customs the scale of charges was subsequently 
shown only in the company price lists. 
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A Howard Snith memorandum of March 7, 1947 indicates that the 
company considered that before changing an arrangement, the matter should 
be taken up with the other mills. The following is an extract from the 
memorandum : 


"4 recent check-up on the probable costs of carton 
packing of bond papers as compared to the present protected 
bundles, indicates that some saving might be made by the 
use of cartons. If I remember correctly, the Book and 
Writing Mills have agreed not to use cartons and, of course, 
we would not make any change without bringing the matter to 
the attention of the Section." 


(EBE 2-7B) 


4& similar position was taken in an inter-office letter of Rolland, 
dated March 25, 1948, in regard to suggested departure from Trade Customs: 


"In reply to your letter of the 23rd instant, green 
Memo No. 18 is still in force and paper ordered Untrimmed 
must be supplied with no margin for trimming. The mill 
(factory) made that suggestion in their report but they are 
not always very familiar with all the agreements we have 
amongst the mills. oe. an 


(ROW 5-1) 


In a letter of October 20, 1948 to G. W. Barnshaw of Eddy, R. H. 
Keclestone of Rolland inquired as to the observance of trade customs relating 
to cutting charges. In his letter he said: 


"It has been mentioned to me that you carry Cheneaux 
Bond 83 x 11 and 83 x 14. I suppose these sizes carry the 
up-charge for cutting but I suppose are not considered a 
special size. ‘ve consider them as a special size and not 
stock items and require making quantities. (i.e., a minimum 
order to warrant cutting to a non-stock size) 


I will be glad if you would advise me on this." 


(ROL 7-6) 


Mir. Earnshaw wrote in reply on October 21: 


"We have carried White Cheneaux Bond, basis 17 x 22 - 
52M. in stock in sizes 8} x 11 and 8} x 14, for a number of 
years. Although regarded as a stock item, we are, in every 


case, following Trade Customs and charging for cutting to 
small sizes. 


" 
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(ROL 7-5A) 
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In the course of the final hearings it was argued on behalf of 
various of the parties that agreements upon ancillary matters, like service 
charges and freight policy (to be discussed in the following pages) were 
not objectionable. It is not necessary, however, to examine such agreements 
to determine whether, in isolation, they are unduly restrictive of competi- 
tion. Such ancillary arrangements, having regard to the surrounding circum-~ 
stances, can only be looked upon as part and evidence of an over-all system 
of common and non-competitive prices. 


(b) System of Delivered Prices and Common Freight Basis 


The maintenance of common mill prices of fine papers involved 
common policies among the manufacturers with respect to the charges for 
transportation in order that variations would not arise because of 
differences in such charges. Some time prior to 1935 the mills appear to 
have adopted a system of freight equalization so that there would be no 
difference in price by reason of the location of the mill from which the 
paper was shipped. The following appears in the minutes of a meeting of 
the Book and ‘Iriting Section on March 27, 1935: 


Some grades of paper are being equalised on Mount 
Rolland instead of Cornwall as in the schedule in which 
there was apparently an error. It was agreed that the 
equalisation point for Book grades 1, 3 and 4 be Mount 
Rolland. 


Mr. Smith undertook to have the freight equalisation 
sheets revised and new sheets will be sent out. 


" 
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The minutes of a meeting of the Book and Eriting Section on 
October 29, 1935 record that EZ. H. Smith (Howard Snith) and J. F. Taylor 
(Eddy) were appointed a committee to study the question of delivered 
prices. Arrangements tn this regard do not appear to have been completed 
until the beginning of 1936. At a Book and ‘iriting Section meeting held 
on January 50, 1936, "the secretary was instructed to send out the Freight 
notice drafted at a previous meeting”. Such a notice, with the heading, 
"Adopted January 30th 1936", sets out conditions under which freight would 
be paid on mill shipments. The first part of the notice read as follows: 


"RE:  MéRCHANTS 


Freight paid on any quantity to merchants warehouse, i 
to following points in direct or pooled cars: 


Montreal 
Toronto 
Hamilton 
London 
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or enclosed in Toronto cars for: 


Hamilton 

London 

Brantford 
or L.CeL. to: 


Quebec City 

Windsor 

Ottawa 

Kingston 
(Minimum quantities mill package - new service charge to 
take care of broken mill package) 


If shipped direct to merchants’ customer on merchants 
account, carload rate of freight and cartage only allowed to 
nearest merchants shipping points as detailed above; except 
for shipments of two and three tons sold on mill basis, in 
which case freight and cartage will be paid in full.” 


(HS 8-32) 


The notice set out provisions governing freight charges on rush 
shipments. The system of delivered prices adopted at this time did not 
apply to shipments to Western Canada which the notice stated were to be 
"sold at Western mill prices F.0O.B. mills”. 


The defining of territories for the purpose of shipping arrange- 
ments is indicated in the minutes of a Book and ‘“riting Section meeting of 
October 28, 1936, which record: 


* 
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FRuIGHT EQUALISATION: 


Freight equalisation points were discussed and the 
following set forth: 


Central Zone:- Quebec City and West and South thereof, 
Montreal, Ottawa, North Bay, Sudbury and 
south thereof, including Western Ontario. 


Eastern Zone:- Hast of Quebec City in the Province of 
Quebec, and the Maritime Provinces. 


North & Western 


zones: Northern and N.W. Ontario, the Prairies 
and B.C. 


For Freight Equalisation in the Maritimes, Messrs. Hall, 
Toy and Taylor will consult together. 


n 
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The three persons named represented Canada Paper or Howard Smith, Provincial 
and Eddy respectively. 


Subsequently maps showing the freight zones for Ontario and Quebec 
were drawn up and these were approved at a meeting held on January wey LOOT, 
the minutes of which state: 


A) 
e e e 


FREIGHT ZONi@ MAPS 


The Freight Maps were approved as applicable to mill 
orders only and setting out the limits beyond which the 
mills will not deliver. 


The secretary was instructed to send out maps to all 
members together with a copy of the memorandum of January 
50th 1936. 


" 
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The introduction of the system of delivered prices on shipments 
to the Prairie Provinces took place after negotiations between the milis 
and Prairie merchants. The proposals put forward by the mills tended to 
some reduction in the price paid by the merchant including freight and 
some of the mills were interested in seeing that there was a corresponding 
reduction in the selling prices established by the merchants. 


A meeting of the Book and Writing Section was held on March oS 
1938 and a notice bearing that date and headed "Book and Writing Section" 
reads as follows: 


"SUGGESTED STERN PRICES TO BE D&LIVERED 
eh EY Di dV 


The suggestion was made that Western Prices be delivered 
as follows; 


All grades except No. 4 book and writing manilla for 
Winnipeg and ‘Jestern points be based on Eastern delivered 


prices: 
plus... . . Winnipeg - - 75¢ per lOO 
Regina & Saskatoon --1.00 " " 
Calgary & Edmonton --1.25 ” 


For No. 4 Book and Writing Manilla 
PLUS ois el 43 Winnipeg - - 35¢ per 100 
Regina & Saskatoon -- 75g " 
Calgary & Edmonton--1.00 ™ 


Continue to quote f.o.b. mill, carload freight & cartage allowed 
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Above prices to be in effect April lst provided no objections 
raised in the meantime and contingent on 2 & 3 ton prices being 
effective in the West and that new resale prices be effected. 


A letter outlining this to be drawn up by Messrs. Ecclestone 
and &. H. Smith and sent to all members for approval before 
being passed on to Mr. iioffitt for transmission. 


At the next meeting there will also be discussed the 3 cent 
charge for embossing. 


(HS 3-9B) 


These proposals were transmitted to Ivan Moffitt of the Canadian 
Paper Trade Association in a letter of March 23, 1938 from A. &. Cadman. 
After setting out the basis on which delivered prices would be established, 
the letter went on: 


"5. This proposal is made strictly on the understanding 
that the merchants' resale prices will be based on the delivered 
prices less Loyalty Discount and without any additional charges 
of any kind, the percentage mark-up to be made as per present 
schedule. 


6. The proposal is also contingent on applying the two 
and three ton arrangement in Alberta as well as in the other 
provinces. 


We request that you submit this proposal to your members 
and advise us of their comments as soon as possible as the 
mills would like to make it effective at the earliest date.” 


(TPi) 14-410) 


A meeting between representatives of the mills and merchants was 
held in Winnipeg on April 11 and 12, 1938, and in a letter of April 15, 
1938 from Tees and Persse Limited, Eddy's Western agent, it was stated 
that G. Davidson (Howard Gnith), R. Ecclestone (Rolland) and A. Jewett 
(Provincial) attended. The proposals contained in Mr. Cadman's letter of 
March 23 to Mr. Moffitt were reported to have formed the basis of the 
discussions and the memorandum of the meeting states: 


i 
o 6 Ve 


It was agreed unanimously to recommend that mill prices to the 
Fine Paper Merchants in thé three prairie provinces be on the 
basis of f.0.b. merchant's warehouse. 


n 
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(TPW 14-27D) 
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The Tees & Persse letter of April 13 states: 


A strenuous effort was made by the merchants to secure 
approval of a markup on mill Shipments. It was pointed 

out that the merchants could make their own arrangements, 
but insofar as mills were concerned, there was no intention 
of doing so. Merchants could not, therefore, make this 
effective. 


Merchants requested that prices to direct accounts be left 
‘as is', and new delivered prices applied to merchants only. 
On behalf of the mills it was stated that the same invoice 
prices would apply to direct accounts as to merchants. 


Merchants asked if the two and three ton arrangement would 

be lived up to by the mills. This seemed fair enough, pro- 
viding the merchants would clean house first or simultaneously, 
‘sO it was agreed that two and three ton arrangement would be 
lived up to by both merchants and mills. It was stated by the 
merchants they would strictly adhere to the two and three ton 
arrangement as from tomorrow. In view of the expectancy of 
lower prices within 10 days, and which will be effective on 
shipments ex mill, it is not likely there will be any commit~ 
ments in this regard meantime. 


(TRY 14-31) 


A notice headed "Book and Writing Section" sets out the new basis 
of mill prices for shipments to the Prairie Provinces and this notice carries 
the notation "Effective April e2nd, 1938" (HS 14-16). The minutes of a Book and 
Writing Section meeting on June 1, 1938 report that the matter of freight charges 
in the Prairie Provinces was discussed and the minutes then set out a memo- 
randum which presents in greater detail the conditions attaching to delivered 
prices in those provinces. 


On April 22, 1938 R. H. Ecclestone of Rolland wrote to J. F. Taylor 
of Eddy as follows: 


"We have made out our new Price List for the three 
Prairie Provinces and thought it best to check up with 
you on the price of No. 7 Bond, lightweight, which is 
quoted per thousand sheets. ‘Ye have figured the prices 
as follows:- 


Winnipeg Regina Calgary 


Nu. 7 BOND WHITE, 17x22-20(i/) 3.15 3.23 3.31 
do 17x28~25 (M) 4.04 4.14 4.24 
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and have checked these with Howard Smith Paper Mills Limited, 
and I think you will find them correct." 


(ZBE 76~2A) 
E. Clarke of Zddy replied as follows to this letter on April 28: 


"Referring to your letter of the 22nd inst., addressed 
to Mr. Taylor, in which you have set forth prices on No. 7 
Bond Light Weight for the three Prairie Provinces; there is 
a few cents difference between our calculation and yours but 
ag you have checked with Howard Smith, we are quire prepared 
to put these prices into effect and will advise our Western 
representatives accordingly. 


(EBE 76-2) 


In a letter of April 26, 1938 E. Clarke of Eddy raised with 
R. H. Ecclestone of Rolland a question as to the mechanics of invoicing. 
He said that it was Eddy's intention to invoice western shipments at 
delivered prices. He added: 


* . . . If you and the other Mills are prepared to 
invoice in the same manner, the prices would then be 
absolutely uniform. . « « 


" 
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(EBE 76-34) 
In a reply of April 28 Mr. Ecclestone said: 


"Thanks very much for your letter of the 26th confirming 
our telephone conversation with regard to the billing of goods 
for the West under the new set-up. 


The method, as outlined in your letter, is perfectly 
agreeable to us. ‘We consider this the best method. Asa 
matter of fact, this was discussed at our last meeting and 
everyone agreed that this was the best method. 


w 
oa": 


(iBE 76-3) 


The extension of the system of delivered prices on an agreed 
basis left fewer points on which difference in prices might arise through 
variations in shipping charges. The minutes of a meeting of the Book and 
Writing Section on January 26, 1939 set out a basis for dealing with freight 
charges on shipments of paper to local points west of Winnipeg. The basis 
of charges for "Freight on Shipments less than 2 and 3 tons for local 
points outside of Toronto, Hamilton or any regular delivery point" was set 
out in a Book and Writing circular of July 26, 1939 (EBE 66-4). 


« 
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C. M. Walker of Eddy wrote to Ivan Moffitt, secretary of the 
C.P.T.A. on February 8, 1940 inquiring as to the method to be followed 
in establishing the price on papers shipped to points outside the delivery 
zone (EBE 43-74). The letter was sent on to Mr. Cadman by Mr. Moffitt who 
told Mr. Walker in a letter of February 10 that he did this because the 
question raised was one of mill practice (EB 43-7), Mr. Cadman outlined 
a method of dealing with such shipments in a letter of February 29 and 
Said that he had delayed replying “until the meeting held on February 
27th so that a uniform ruling might be made” (EBE 50-5). 


The problem which arises in many cases where suppliers estab- 
lish prices which include transportation - that of dealing with customers 
who are prepared to assume the cost of transportation themselves by 
taking delivery at the factory - was dealt with at a Book and Writing 
Section meeting on August £0, 1940. Decision that no allowance would be 
given in such circumstances is set out in Green Memo No. 7 of the same 
date which stated: 


"No freight allowance will be made to any customers 
"picking up' goods at the mill by their own trucks." 


Such a provision had the effect of denying to a customer any opportunity 
that might still be open to him of effecting economies in purchase price 
by reason of his proximity to a mill. 


The significance attached to uniform policy on freight charges 
is indicated in correspondence exchanged among certain mills in 1941. On 
April 23, 1941, A. P. Jewett of Provincial wrote as follows to the sales 
manager of Eddy and sent a copy to EB. H. Smith of Howard Snith: 


"With regard to the matter you raised yesterday of the 
sale by us to an account in Calgary of five tons of xxercise 
Book Paper at the carload price. 


We did not sell this paper at the carload price but at 
the regular less than carload price of $7.95 per Cwt. plus 
freight. The freight charge was $1.00 per Cwt. based on the 
Port Arthur rate because we were told that this was the rate 
of freight that you had figured on. 


But I think it was a good idea to bring this question 
to the forefront yesterday and, as arranged, if we all go to 
the next meeting with full information we can clarify the 
whole position at that time." 


(HS 22-9B) 


The reply from Eddy, of which copies were marked for EB. H. Smith 
of Howard Smith and R. H. Zcclestone of Rolland, read: 


"Thank you for your letter of the 23rd instant, addressed 
to Mr. Ellison, in connection with your sale to an account in 
Calgary of 5 tons of Exercise Book Paper. 
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In the second paragraph of your letter you advise having 
quoted a price of $7.95 cwt., plus freight of $1.00 cwt., 
based on the Port irthur rate, because you were told that this 
was the rate of freight we had figured on. Such, however, is 
not the case as we quoted the L.C.I. price according to the 
schedule for Calgary, viz., ~9.20 cwt. The prices which we 
have as applying on this grade are as follows:- 


Ontario and QUebeCe..eccesee e795 CWhe 
WinnipeGerceccccccsccccsssesses Gord ©* 

Regina, SaSkatooneecceserseree 8090 
Calgary, Edmontonecseccccceee 9220 


In other words the usual freight differentials of 50g, 75¢, 
$1.00 and ¢1.25 cwt. are applied to the Ontario ana Quebec 
prices for Fort Jilliam, Manitoba, Saskatchewan and Alberta, 
respectively. If, however, you are making this paper in 

Fort Arthur and applying the Port Arthur freight equaliza- 
tion of $1.00 cwt. to Calgary as against our freight differen- 
tial of $1.25 then, of course, we will be out of the picture 
altogether. 


Would you kindly advise us if you are manufacturing 
this paper in Port Arthur? If not, and it is manufactured. 
at Thorold, or one of your other Mills, then your prices 
should be on the same basis as ours. 


I would appreciate your advice in this connection at 
your early convenience." 


(HS 22-98) 
Mr. Jewett replied to this letter on April 28 in which he wrote: 


"Acknowledging your letter of April 25th about Exercise 
Book Papers in the ‘Nest. 


We do make this paper at Port Arthur and have done so for 
the past year and a half. However, we charged freight on the 
same basis as we would have if it had been shipped from one 
of the Zastern mills up to a couple of months ago. This was 
in accordance with an undertaking given at a Meeting of the 
Book and ‘jriting Section but the latter part of February we 
were told by the mid-‘"est Paper Sales that you had made 
quotations on the basis of the Port Arthur Freight rate and 
then we did likewise, We did not think very much about this 
for the reason that the undertaking which we had given was 
only good for 1940. 


I think that what we had better do about this situation 
is to bring it up at the next meeting of the Section and have 
the whole matter clarified, when we have a general discussion 
about this grade following remarks made at the last weeting." 


(iBE 56-4) 


a *GR Oe 


At a meeting of the Book and Writing Section on May 22, 1940, 
the following decision as to prices at Port Arthur and Fort William is 
reported to have been taken according to the minutes of that date: 


SHIPMENTS TO FORT sILTA 

It was decided that ‘delivered prices at Port Arthur 
and Fort ‘/illiam are 50 cents per cwt. over Eastern Ontario 
delivered zrices.' 


* 
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On May 28, 1941 G. A. Davidson of Howard Smith wrote to B. Hllison of 
Eddy and marked copies of his letter for Mr. Jewett of Provincial and R. He 
Ecclestone of Rolland. His letter read: 


"Re: Direct shipments to 
Fort William 


With reference to this subject, which was brought under 
review by the writer yesterday, the information that we have 
is - that some Eastern merchant had figured out that an F.0.B. 
mill price on Mimeograph or No. 7 Bond would lay down in Fort 
William by boat at a little lower price than the Eastern 
delivered price, plus 5O¢ per cwt. 


I assume that if such an order were tendered any mill, 
it would be refused as the understanding is that shipments to 
Fort William, it was decided that delivered prices at Port 
Arthur and Fort William are 50¢ per cwt. over the Eastern 
Ontario delivered price. 


" 
eo @e 


(EBE 57~-8A) 


The reply from Eddy, dated May 30, with copies marked for A. P. Jewett and 
R. H. Ecclestone, stated: 


"Re: Direct Shipments to 
Fort William 


"Referring to your letter of the 28th instant, addressed 
to Mr. Ellison, on the above subject; we have no record of ever 
having shipped goods to Fort "illiam - either Mimeograph or #7 
Bond ~- at less than the Zastern delivered price, plus 50¢g cwt. 
for freight, since this arrangement was made by the Fine Paper 
Mills. If any order were submitted to us on a different basis, 
it would not be accepted. 


We trust this is the information you require," 


(EBE 57-8) 
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The system of delivered prices for book papers was extended to. 
British Columbia in 1947. A letter to the Montreal office of Howard Snith, 
dated May 15, 1947, and written apparently by W. H. Aird while he was 
attending the C.P.T.A. convention in Vancouver, contained the following: 


” J es * q 
Effective June lst the book paper structure comes into 
force in B. Cw. « « « 


Provincial's price sheets will read differently but 
amount to the same thing. .. .« 


" 
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(HS 108-1B) 


The Winnipeg office of Rolland wrote to R. H. Ecclestone of the 
Montreal office of the company in January 1948 in regard to the policy 
of the company on delivered prices under the bracket system of prices to 
smaller centres in the Prairie Provinces. In a reply dated January 21, 
1948, Mr. Ecclestone wrote: 


wr 
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Re: your letter of the 19th, with regard to delivered 
prices to such points as Moose Jaw, Brandon and Lethbridge. 
On the two and three ton basis, it was quite clear that we 
would only deliver to Regina, Saskatoon, Calgary or Edmonton 
and local freight from these points would be charged to the 
customer. You may go on the assumption that this same thing 
applies to the quantities under the new brackets. I will, 
however, clear this with the other mills so that there will 
be no misunderstanding. It should be cleared with the mer- 
chants as well. There is a meeting of the Book and Writing 
Section of the P. & P. next Tuesday. I shall bring it up 
at that time. 


n 
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(ROW 6-1) 


Questions arose in 1948 as to the policy to be followed in quoting 
delivered prices at Victoria, B.C. The situation was described as follows 
in an inter-office memorandum of Eddy, dated July 14, 1948: 


"There are certain misunderstandings or complications re- 
garding the price of Book, Litho and Offset Papers sold to 
customers in Victoria, B. C. 


First of all, Provincial Paper Mills are regarding prices 
quoted as delivered prices and are absorbing the freight 
and handling charges, (this also applies in Vancouver). 


_ — —_ 
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At the same time, Howard Smith Paper Mills, Rolland Paper . 
Co. and ourselves are regarding prices quoted as F.0.B. 
Vancouver and Victoria. This matter will be discussed at 
the next meeting of the Book and Writing Section. 


The second problem is that much of the Book, Litho and 

Offset, shipped to Victoria is included in Vancouver cars. 
Where such is done, the extra cost of trans-shipping from 
Vancouver to Victoria is approximately twenty-six cents (26¢) 
per one hundred pounds (1007). Notwithstanding this, we are 
quoting the same price for Vancouver and Victoria. Our 

Company is in the fortunate position that we ship two or 

three cars direct to Victoria during the year and in carload 
quantities, the freight to Victoria is the same as to Vancouver. 


The opinion has been expressed that Victoria prices for Book, 
Litho and Offset grades should be twenty-five cents (25¢) per 
hundred pounds higher than the Vancouver price. 


Mr. A. P. Jewett called this morning to say that he intends 
to increase the price to Victoria by this amount.” 


(EBE 4-17) 


An office memorandum of the same date, July 14, written by R. H. 
Ecclestone of Rolland, read: 


"You will recall that in discussions at Quebec City, 
the point was brought up that in regard to delivered prices 
for book paper in Victoria, B. C. it was costing the mills 
quite a bit, namely 25 cents per 100 lbs. to deliver in 
Victoria on the same price basis as Vancouver. 


I am advised today that the mills have agreed to ad- 
vance the price for Victoria by 25 cents per 100 lbs., 
effective today. This does not effect us directly as we 
have no direct shipments to Victoria and this memo is to 
keep you advised." 


(ROL 9-1) 


Writing to H. E. Miller of Columbia Paper Company, Vancouver, 
on July 16, 1948, W. H. Aird of Howard Smith said: 


"You will remember the discussions we had when you 
' were East a month or two ago, in connection with the prices 
of Book, Litho and Offset for Victoria. It was agreed, you 
will remember, that prices for Victoria should be 25¢ per 
cwt. higher than in Vancouver. 


Therefore, we are making a notation to this effect on 
our B. C. price sheets and will you be good enough to do the 
same thing on your price sheets. 


n 
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(HSW 8-1) 


66045-6 
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(c) Standards of Paper, New Lines and Job Lots 


On occasion the fine paper mills by joint decision or by exchanges 
among two or more mills have endeavoured to limit or lessen competition 
arising from differences in quality of standard grades of paper, from 
the introduction of new lines or from the sale of job lots of paper. 

A. E. Cadman wrote to E. H. Smith of Howard Smith on September 5, 1956 in 
regard to the establishment of a standard for manilla envelope paper. In his 
letter, Mr. Cadman said: 


"At the last meeting of the Book and Writing Section 
it was agreed that Provincial make a run of Manilla envelope 
paper to serve as standard. I understand this was done and 
samples were distributed to all mills. 


It is suggested that each mill bring to the meeting on 
Wednesday, September 9th a sample of their manilla for comparison 
with the standard.” 


(HS 8-16) 


A decision to limit the grades of litho paper is reported as 
follows in the minutes of a Book and Writing Section meeting held on September 
9, 1956: 


” 
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It was agreed that no mill will make anything cheaper 
than a No. 3 Litho. 


Wn 
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A suggestion that samples of exercise book paper be submitted to 
see that a standard agreed upon was not exceeded was contained in a letter 


of December 1, 19357 to A. E. Cadman from E. H. Smith of Howard Gnith, who 
wrote: 


"With reference to our discussion at the Meeting this morning 
regarding the new quality in Exercise Book Paper, it seems to me 
that it would be most desirable for each Mill to submit to the 
Section, samples of one or more of their early runs to the new 
standard. 


Naturally, the success of the change which was decided on 
this morning is largely dependent on the different mills not 
exceeding the new standard of quality and I think that we should 
all keep a pretty close eye on this and be given an opportunity 
of examining our competitor's samples. 


It seems to me quite likely that our various customers may 
try to cause dissension among the mills by giving one mill a 
sample of a paper which is alleged to be the new quality made 
by a competitor, and in this way they would try to get the quality 
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back to where it was. If the Mills are given an opportunity 
of seeing each other's samples this should have some tendency 
to prevent this from occurring. 


(HS 7-4) 


Mr. Smith wrote to the Yinnipeg office the same day, December 1, 


in regard to the quality of Repton exercise book paper and said in his 
letter: 


The quality of the grade generally has been reduced and 
I am enclosing a few samples of our new quality. I think the 
finish of these samples is a little on the high side but aside 
from this, the samples represent the quality that we would pro- 
pose supplying in future. 


(HSY 28-30a) 
In a postscript to his letter, Mr. Smith wrote: 


"I might add that all Mills have agreed that the samples I 


am enclosing represent the best that will be supplied in 
this grade." 


The acceptance of a common standard for exercise book paper is 
described in the following extract from the minutes of a meeting of the 
Book and Writing Section on December Ls nuee: 


i a 
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The tests on Exercise Book Papers were submitted and 
Mr. &. H. Snith submitted a sheet of exercise book paper 
which it was suggested might serve as a standard. This was 
adopted as a standard exercise book sheet. All mills agreed 
that the quality of their sheet should not be higher than 
the sample. 


i? 
¢ 8 @ 


The minutes of a meeting of the Book and Writing Section on March 
25, 1957 record a suggestion put forward by Mr. Jewett of Provincial for 
exchange of information on the introduction of new lines: 


Mr. Jewett suggested that when any of the members were 
intending to manufacture a new line the members should be 


AANAL £1 
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advised of such intention. This matter will be taken under 
consideration and brought up at the next meeting. 


e £ Fi 
A motion along these lines was adopted at the meeting of May 26, 
1937 as the minutes show: 
a o ° e 
It was moved by Mr. Jewett seconded by Mr. Taylor and 
carried 


‘that all mills agree that new lines and discontinuance 
of old lines be reported to the secretary and that he notify 
all the mills so that they receive a week's notice before the 
announcement is made to the trade.’ 


9 
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The sale of job lots of bristol paper by Don Valley was reported 
to be upsetting to the trade in Toronto in a Jetter from G. H. Allen of 
Buntin Reid to E. H. Smith of Howard Smith on November 23, 1937: 


"Ye are still annoyed with Job Bristols coming on our 
market from Don Valley. All the merchants in Toronto, except 
one, have voted against the handling of these lines, at the 
same time expressing themselves as being privileged to handle 
them as long as that one merchant takes his isolated position. 
We have talked to Wainwright without very much effect, although 
we know his business on standard grades is adversely affected 
by the position he takes. 


As nearly as we can trace between Toronto and Montreal 
there is some 24 tons per month, or 30 tons per year, offered 
on these markets from one source, just enough to keep a cer- 
tain section of our trade upset. 


(HS 25-27) 


Mr. Allen sought Mr. Smith's assistance in eliminating the sale 
of such bristol paper in a further letter on November 26, in which he wrote: 


We feel sure you will use your very best efforts to have 
the troublesome Job Bristols eliminated from our market. If 
you can do so, most of the merchants in this section will be 
grateful. 
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It is a disturbance which is liable to increase rather 
than diminish and you may find paper distributors importing 
Seconds in Bristols, just as they have done in Enamelled 
Blotting, in order to protect their customers. At least, 
that is the reason which they have advanced and they would 
likely apply it to Bristols and Blanks also." 


(HS 25-2F) 


The efforts to have Don Valley discontinue the sale of the job 
lots were successful as Mr. Wainwright wrote to E. H, Smith on December 3, 
1957: 


"Replying to yours of the 29th, re Job Lots of Bristols. 

I would like to explain that, whilst we have sold Job Bristol, 
from time to time, there never has been a case when the stock 
was not perfectly legitimate ‘seconds' or 'job' due to various 
defects after sorting. 


« « « I do think you have a right to take the matter up 
with us and you are the ones that we feel have a right to 
complain, because if we sell these Jobs and you do not, 
then perhaps it places us in a little advantage, although 
the whole thing does not amount to much in tonnage. 


Considering the matter, therefore, from a Mill standpoint, 
how would it be if we said to you, that we will not sell 
any more Job Bristol, and we will see how it works out by 
putting it back in the Beaters. If at any time we find 
this does not work out satisfactorily we reserve the right 
to take the matter up with you and we then can decide what 
is to be done. 


(HS 25-2) 


The relations of the mills with merchants were commented on by 
Mr. Wainwright who wrote: 


Another matter I think should be brought to their attention, 
is this maintenance of ierchant's Resale Prices, in restraint 
of Trade, or at least letting business go by that they know 
of, rather than meet price of a competitor handling imported 
lines on what is practically commission. For example, there 
is a man in Toronto selling Champion's Index, i.e. Baker Paper 
Company, who is evidently content to make about 10% profit. 


My point in this connection is that surely it should be to the 
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interest of the distributors of Canadian Products to find some 
means of meeting this competition, especially when tney are very 
emphatic in insisting that the Mills will not sell direct. 


(HS 25-2D) 


At a meeting of mills and merchants on December 1, 1937 the matter 
of the sale of job lots of fine papers was discussed. The minutes contain 
the following references to the discussion: 


‘Job and odd lots continued to be a matter of concern 
to the merchants and it is suggested that the experience both 
of the mills and of the merchants since the previous discussion, 
should be reviewed to determine what further action may be 
possible or necessary' 


As Provincial Paper mills appeared to be the mill most 
affected Mr. Jewett undertook to look further into this matter 
to see if in any way the views of the mills and the merchants 
could be made to coincide a little more closely. 

bl 


The minutes also record that discussion took place on a suggest— 
ion advanced by the merchants as to the practice to be followed when a 
mill line of paper was discontinued: 


7? 
eo @ 6 


‘The suggestion is made that consideration be given to 
the advisability of consultation with stocking merchants before 
change is made in an established line; of a basis of compensa- 
tion to the merchant on stock en hand of cancelled items; of 
a uniform basis for disposing of mill stocks of cancelled 
items’ 


The mills replied that this question will require further 
consideration and will be taken under advisement. 


bad 
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The matter of discontinued and new lines was dealt with at a 
meeting of the Book and Writing Section on August 30, 1938 when the follow. 
ing arrangements were made: 


e e « Following discussion it was agreed. 
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‘that when lines are discontinued the mills will give the 
merchants six (6) months’ notice except as regards standard 
book paper and the mills agree that new lines and the dis- 
continuance of old lines be reported to the secretary and that 
he notify all the mills so that they receive a week's notice 
before the announcement is made to the trade.! 


The merchants continued to seek for some means of controlling the 
sale of job lots and the minutes of a meeting of the Book and Writing 
Section on October 26, 1938 record that a letter dealing with this matter 
was discussed: 


JOB LOTS & SIDE RUNS 


A letter was read from the C.P.T.4. regarding job lots 
and side runs in Ontario. It was the opinion of those present 
that much of these job lots were of grades not in the control 
of this Section. 


The secretary was instructed to reply to Mr. Moffitt that 
the mills agree that no job lots of bonds will be offered and 
there are no side-runs of bonds; there may be odd lots of book 
paper but there are job lots of many other grades that the 
Section does not control and which do not originate from the 
mills to this Section. The mills also request the co-operation 
of the merchants so far as importations are concerned. 


Shortly afterwards committees were set up by the mills and 
merchants to give further consideration to the question of job lots. Ina 
memorandum of November 18, 1938 J. F. Taylor of Eddy summarized a con- 
versation with Ivan Moffitt, secretary of C.P.T.A. and wrote on this subject: 


After we got through talking about Mohawk Bristol, he 
mentioned that the fine paper morchants, comprised of the 
following committee, namely - 


Mr. Re I. Finlay - United Paper Mills Limited 

Mr. G. He Allen - Buntin Reid Company 

Mr. Bruce Brown - T. B. Little Company, Montreal 
Mr. D. Nelson - McFarlane Son & Hodgson, Montreal 


had been appointed to meet with a committee of the Mills, 
comprised of the following - 
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Mr. S. F. Duncan - Provincial Paper Mills 
Mr. ‘I. S. Kidd - The E. B. Eddy Company. 
Mr, H. Crabtree - Howard Snith Paper Mills 


Mr. N. E. Wainwright - Don Valley Paper Company 


in Montreal on Monday the 28th of November, 1938, for the 
purpose of discussing job lots as between the Mills and the 
Merchants. I gathered from Mr. Wainwright that Mr. Bruce 
Brown of the T. B. Little Company, has written him about this 
meeting and had stated that the job lot situation was getting 
so serious that there was every possibility of wrecking the 
present sect up unless something was done at once to straighten 
out this situation." 


(EBE 82-1) 


The minutes of a meeting of the Book and Writing Section on 
November 29, 1958 set out the terms of an agreement made at a meeting between 
representatives of mills and merchants on November 28: 


For Bonds, Ledgers & Writing 


It is agreed by the mills of the Book and Writing 
Section that they will not offer or sell any job or odd lots 
of bonds, ledgers or writing papers. 


It is agroed by the merchants that they will handle no 
job or odd lots of bonds, ledgers or writing papers and will 
handle no papers from any source, below the present standard 
domestic grades - - - provided that the prices charged by the 
Canadian mills are reasonably close to the competitive offerings. 


BOOK PAPER, LITHO, OFFSET 


The mills agreed not to offer at reduced prices anything 
except sub-standard makings and these to be offered at a dis- 
count of not less than 33 1/3 per cent below regular prices and 
to be subject to Loyalty and Quantity Discounts. 


These offerings are to be filed monthly with the secre- 
tary of the Book and “Iriting Section who will pass them on 
to the secretary of the Canadian Paper Trade Association; 
Samples and prices to be submitted in all cases. 


All orders for rush lots shall be filled only when placed 
through the secretary of the Canadian Paper Trade Association. 


No job or odd lots will be sold by the mills other than 
under the above provisions, 
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It was understood that this plan would be tried out for 
a period of six months. 
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Mr. Ivan Moffitt wrote to &ddy on February 11, 1939 in regard to 
a reported sale of job lots of paper: 


"We are endeavouring to trace down a report, which may, 
however, prove to be rumour only, as to Bond Paper being 
offered in 1000 lb. lots at 8g per lb. The report as it 
comes to us is that an odd lot or overrun of job Bond, 
white, 22x34-64, is being offered as above at points in 
eastern Ontario, Belleville and Kingston being specifically 
mentioned. 


(EZBE 71-5A) 
The following was contained ina reply from Eddy on February 15: 


"Answering your letter of the llth instant; we have not 
offered any job lots of Bond Paper to anyone since it was 
arranged sometime ago that the Mills would not offer job lots, 
nor the merchants handle them. 


Li 
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(EBE 71-5) 


The minutes of a Book and Writing Section mecting on March my 
1939 record: 


t 
eo 8 @ 


A report on Job Lots being offered in Toronto was made 
and the secretary was instructed to write hir. Moffitt asking 


for further information. 


" 
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J. F. Taylor wrote to Ivan Moffitt on March £7, 1939 in regard 
to the sale of bond paper at a reduced price and stated: 


° 


"We are advised that the United Paper Wills and the 
F, W. Halls Paper Company of London are offering old shade 
Progress Bond in colours in any quantity at 10¢ per lb., 
which is lg per lb. less than the merchants! price. 


This is not the first irregularity that we have heard 
of since we were a party with the other mills in agreeing 


not to offer job lots of bond papcrs for a period of six 
months. If the merchants aro not going to respect the 
arrangement entered into between the mills and themselves, 
then we would like to know so that we can deal with the 
situation further. 


Will you be good enough to take the matter up with the 
firms reforred to promptly and let us hear from you in refer- 
ence thereto with the least possible delay. 


(EBE 71-3A) 


Replying to this letter on March 29, 1939 Mr. Moffitt stated that 
it had been arranged at a local meeting in January 1959, that any dise 
continued shades of No. 5 grade bond might be offercd at 10 cents per pound, 
He then went on: 


"All action taken to dispose of discontinued items of No. 5 
grado Bond at clearance prices has been taken jointly by the 
merchants in this territory. It is not the thought of the 
merchants here that the closing out of discontinued items such 
as this is in any way contrary to the understanding reached 
with the mills in regard to job lots. No such offerings are 
made, however, without the consent of the other merchants in 
the territory first being obtained. 


(EBE 71-3) 


The same matter was apparently considered at a meeting af the Book 
and “riting Section on April 19, 1939, as the minutes state: 


" 
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The secretary reported that Mr. Moffitt had not yet 
replied to the letter asking for particulars of the Job Lots 
being offered in Toronto and discussed at the previous meeting. 


Mr. Taylor also stated that a further offering of job 
lots was being made in Toronto and that this was a distinct 
violation of the arrangement entered into between the mills and 
the merchants. 


The secretary was instructed to draw this question to the 
attention of the Canadian Paper Trade Association in definite 
terms so as to get all information and clarify the situation. 


e ¢ Pa 


Further attention was given to the question of job lots at a meet- 
ing held on June 7, 1939 when the secretary was instructed to write to Mr. 
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Moffitt pointing out that the merchants were expected to do their part 

in maintaining the arrangement which had been made by mutual consent. Mr. 
Cadman wrote to J. F, Taylor of Eddy on June 19, 1939 that he had sent 
such a letter: 
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As instructed at the meeting I have written to Mr. Moffitt 
drawing to his attention the fact that the Mills expect the 
merchants to fulfil their part of the understanding and to 
refrain from purchasing any job lots except through the method 
of procedure agreed upon. .. . 


t? 
eo e@ @ 


(EBE 63-3) 


The arrangement between mills and merchants regulating the sale 
of job lots had been first established for a period of six months. Mr. 
Cadman referred to the arrangement and to matters concernings its contin-~ 
uation beyond the six month period in a letter of September 26, 1939 to 
B. Ellison of Eddy: 


“In November last an arrangement was entered into with 
the merchants regarding job lots. 


Under this arrangement no job lots of Bonds, Ledgers anda 
Writings were to be offered and the merchants agreed not to 
handle job lots from any source below the present standard 
domestic grades provided that Canadian prices are reasonably 
close to the competitive offerings. 


In Book Litho and Offset the mills were to cease from 
offering at reduced prices anything except sub-standard makings 
and these to be offered at a discount of not less than 33-1/3% 
below regular prices. 


Further, any such offerings were to be filed monthly with 
the Secretary of the Book and Writing Section who will pass 
them on to the Secretary of the Canadian Paper Trade Associa- 
tion with samples and prices in all cases. All orders for 
such lots shall be filled only when placed through the 
Secretary of the Canadian Paper Trade Association. 


: This arrangement was to be tried out for a period of six 
months which has expired but it is our understanding that the 
arrangement is carried on automatically until such time as the 
mills and the merchants mutually agree to change it. 


The Canadian Paper Trade Association has asked whether 
this arrangement is still in effect and we have replied that 
our understanding is as outlined above. 
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Will you please advise me whether you are in accord 
with the views thus expressed so that I may, inform Mr. 
Moffitt accordingly.” 


(EBE 66-14) 


In a reply to this letter on September 27, Hddy said that the 
arrangement was still in effect as far as it was concerned and if other 
mills were in accord Mr. Moffitt could be so advised (EBE 66-1B). Ata 
meeting of the Book and Writing Section on October 12, 1939 consideration 
was given to the continuance of the job lot arrangement and the following 
action taken: 
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A letter was read from the secretary of the C.P.T.A. in 
regard to the arrangements entered into with the merchants 
covering job lots of bond, ledger and writings. The arrange- 
ment was for a period of six months which expired in May. 


The chairman and secretary were instructed to write ir. 
Moffitt to the effect that the mills understood that this 
arrangement held until one party or the other decided to - 
change it and the merchants have not notified the mills of 
any desire to make a change. The merchants are asked if they 
are unanimous in wishing to continue the arrangement. 

° e Pod 
The minutes of a meeting of the Book and “lriting Section on 


November 29, 1939 make the following reference to the reply received from 
Mr. Moffitt: 


Lil 


A letter from Mr. Moffitt was read replying to the 
request of the mills for an expression of unanimity from 
the merchants in regard to job lots. This reply, however, 
did not definitely answer the question and the secretary 
was instructed to point out to Mr. Moffitt that the answer 
was not decisive. 
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The matter appears to have been carried further because the 


minutes of a meeting of the Book and Writing Section held on August 20, 
1940 record: 


" 
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The matter of job lots was discussed in view of 
offerings being made in various centres and attention of 


| 


- 167 - 


the members was drawn to the plan for disposal of job lots 
adopted jointly by the mills and the merchants in November 
19358." 


A further reference is contained in the minutes of a meeting on 
October 1, 1940: 


Attention of the members was again drawn to the arrange- 
ment with the merchants in regard to the disposal of job lots. 


" 
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From time to time Mr. Cadman would be advised of the introduction 
of a new line as provided in the agreement made on May 26, 1937 which has 
been referred to earlier in this chapter. Mr. Cadman would then send a 
notice to the other mills conveying the information received. The nature 
of the information exchanged is illustrated by a notice dated February ll, 
1939: 


"The Rolland Paper Co. advise that they will, in the 
near future, offer to the merchants a new line called ‘Dual 
Tone Deckles', which will be carried in stock in sizes 
25x58~-140 and 26x42-60, in two designs and four colours. 


It is the intention of the Rolland Paper Co. to market 
this paper at the same price and under the same conditions 
as Rolland de Luxe Book." 


(EBE 64-10A) 


Efforts directed to controlling the quality of certain papers are 
further illustrated by the following instances. The minutes of a meeting 
7f the Book and Writing Section held on March 7, 1939 contain referencee 
to Manilla papers and although no indication is given of the matters dis- 
cussed it is evident from other evidence that it was the standard of paper 
which was in question. In the case of manilla writing paper the minutes 
record: 
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Mr. Taylor is to write Mr. J. Rolland in this connection, 


On the following day, March 8, 1939, Mr. Taylor of Eddy wrote to 
the president of Rolland about the quality of Rolland Federal manilla 
(EBE 58-15D). Jean Rolland replied to this letter on March 9, stating: 
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"In answer to your letter of March 8, I admit with you 
that the Federal Writing Manilla that we have been making was 
altogether too good and this grade was made to match ceme 
paper that you were making years ago. 


We are quite ready to get in line with the other mills 
and I am giving instructions to the mill to this effect. 
From our analysis we found that Smith's has about 15% of 
Groundwood while the others, your Company included, are around 


20%. 


If it is not asking too much I would like you to send me 
a good sample of your run so we could keep on with your quality. 
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(EBE 58-15B) 


Receipt of samples of Eddy manilla paper was acknowledged by 
Jean Rolland in a letter of April 13 in which he said: 


We will try in our next run of Federal Manilla to match 
your sheet but we are afraid that we cannot get any fine 
Groundwood as the one you are using." 


(EBE 58-15H) 


The question of the quality of Rolland's manilla paper continued 
to be a matter of concern to some of tho other fino paper mills. In reply 
to a communication from the Winnipeg office of Howard Smith, G. A. Davidson 
of the same company said in a letter dated July 30, 1940; 


". © « I agreo with you as expressed in the second 
paragraph, but this is nothing new - it has been going on 
for years. We have had this up in the Section on several 
occasions but it docs not seem to make any difference however. 
Rolland's seem to continue on their Way 

The trouble, of course, is that Rolland has not any 
unbleached sulphite and seems to make this Fortress out of 
Shavings or something of that nature and puts a little 
colouring in it to mako it look like Manilla, 


(HSW 27-20) 
Mr. Davidson also wrote on the same day to B. Hllison of Eddy 


in regard to the quality of Rolland's manilla and his letter included the 
following: 


- 169 - 


"You will recall that on several occasions we have had 
this subject under review with rcoferonco to the quality of 
Foderal Manilla manufactured by the Rolland Papor Company. 


I have just recoived a samplc and it is moro liko No. 7 
Bond. I do not know that it would do very much good, but 
we might have another rap at this at our noxt moeting .. ." 


(EBE 58~-16B) 


When such differences in quality were disccrnible by users of 
papers, enquirics might be made for an order of paper to match the superior 
quality supplied by another mill. Hddy's London office submitted an order 
in September 1939 for a grade of manilla to match Rolland's Federal manilla 
and Hddy's head office replied that it would take at least eight weexs to 


make delivery (EBE 58-153). A further letter from Eddy's London office 
stated: 


"After contacting our customer, we are pleased to advise 


you that they will wait the ecight weeks or bettcr in order to 
procure this stock. 
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(EBE 58-151) 


The procedure which G. A. Davidson as chairman of tho Book and 
Writing Section in 1940 thought should be followed in setting up a standard 
grade is outlined in a letter of March 4, 1940 to E. Clarke of Eddy in 
which he said in regard to a grade of paper described as C.N.R. sulphite: 


Lil 
oy a 7s 


As Chairman of the Book & Writing Section, it scems to me 
we should have this grade incorporated in our regular book & 
writing schedule. In this connection the next step would be 
to have all the mills that make the grade file samples with 
the Secretary. After receipt of tho samples, they could be 
analysed and a standard for quality decided upon. 


The price could then be arranged for both White and 
Colours and delivery points set up to which these prices would 
apply. 


? 
(EBE 39-47 ) 
The testing of samples of exercise paper is referred to ina 


letter of August 19, 1940 from B. Hllison of Eddy to E. H. Smith of 
Howard Gnith in which Mr. Ellison said: 
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I have had a careful analysis made of the two samples 
attached to your letter; namely, one sample of Eddy's and one 
of Provincial, and in spite of the brightness and the cleanli- 
ness of our sample in comparison to Provincial's our analysis 
shows that our groundwood content is approximately the same as 
that of Provincial's sample - there may possibly be a 5% diff- 
erence, according to our Chemist's report. That is to say, our 
Bleached Sulphite may run up to 40% as against Provincial's 
apparent 35 to 40%. 


Our Chemist reports that it is possible the poorer appearance 
of the Provincial sample is duo to the use of de-inked stock. 


All other tests of our sample as compsred to the Provincial 
sample are nearly identical, according to our Laboratory report. 
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(EBE 58-18) 


The arrangement with respect to advice as to discontinued lines 
which was made in August 1938, and which has been referred to carlier in 
this chapter, was reviewed at a meeting of the Book and Writing Section 
held on February 25, 1941. The minutes contain the following reference 
to the discussion: ; 
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There was some discussion regarding the necessary 
notice to be given by any mill which intended to change or 
discontinue any line. The Secretary was instructed to send 
to each mill an extract covering this point, from the Minutes 
_ of the Meeting held on August 30th, 1938. If any of the mills 
are not in accord with this minute it is to be brought up at 
the next meeting. 


" 
o 8 e@ 


The minutes of the next meeting held on April 22, 1941 set out an 
extract from the minutes of August 30, 1938 containing the arrangement as 
to discontinued lines and then state: 
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It was agreed that there is no objection to The E. B. Eddy 
Company Limited disregarding this motion so long as no concessions 
are given by them in this connection. 
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Reports that one of Howard Gnith's bond papers was running over 
weight were taken up by B. Hllison of Eddy with E. H. Smith of Howard Snith 
in a letter dated April 10, 1941 in which Mr. Ellison said: 


I rejected these reports as being the usual run-of-the- 
mill accusations which are so common among the sales depart- 
ments of most every organization, until one of our represen- 
tatives actually secured a ream of Alberta Bond, and after 
checking on the scales, it was found to be 17x22-34M or 6% 
overweight. 


In another case I found a consumer buying Alberta Bond, 
replacing a former 20 lb. Bond which they had used for many 
years. This customer made the statement that unless we coula 
supply our 16 1b. Bond in the same bulk and weight as Alberta 
Bond that they could not do business with US. 


I know that you will be glad to let me have the facts so 
that I can destroy this report if it is unfounded; or if it 
should possibly be well-founded, then no doubt you will be 
glad to take action to correct same." 


(HS 55-6B) 


Mr. Snith replied in a letter of April 12, 1941 that any over- 
weight was not intentional. In his letter he wrote: 


"I have read with considerable interest your letter of 
the 10th regarding Alberta Bond, and I am glad to be able to 
say that there is no truth whatever in the accusations which: 
have been made. 


This is nothing more or less than our standard No. 7 
Bond, run on the same paper machines as any other No. 7 
Bond that we make and under exactly the same operating 
conditions. 


Insofar as the weight is concerned, it is made exactly 
the same as all our other Sulphite Bonds. “fe endeavour to 
run the paper 1/2 1b. underweight, basis 22 x 34 ~ 40/500 
off the machine on the assumption that the sealing wrapper 
will just about balance this amount so that the final weight 
of a sealed ream will be as nearly as possible the exact 
_ ordered weight, that is, if the ordered weight is 22 x 34 - E 
40/500, we run it on the machine 22 x 34 - 393/500's, and 
in no case do we deliberately run overweight. 


Naturally like any other mill we have a certain amount of 
variation in our weight and judging from the samples you have 
seen, it would look as though our variation on some of our runs 
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of Alberta Bond have been too great, however, I can assure 
you that this is not intentional. 


(HS 55-64) 


At a meeting of the Book and Writing Section held on January 14, 
1941 decisions were made with respect to manilla papers which are set out 
in the minutes as follows: 


1. MANILLAS: 


Mr. Smith reported on his recommendations in regard to 
Manillas. 


In No. 3 Envelope Manilla it was suggested that the mills 
standardise on Provincial grade, Hylake. Mr. Jewett will send 
sample of Hylake to all members. 


This was agreed to by the mills. 


Howard Snith will make a run and send samples to all mills 
and also file with the Secretary for the next meeting. 


No. 2 Manilla (Telegraph Manilla) will be eliminated. 
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In a letter of May 10, 1941 E. H. Snith of Howard Gnith acknow- 
ledged the receipt of samples of envelope manilla from Eddy and said: 


"Thank you very much for your lettor of the 9th enclosing 
the sample of your latest run of Envelope Manilla. I have com- 
pared this with samples I have of Hylake and ‘“iatapeka and it 
seems to me that the three sheets are pretty well competitive. 
I think you could build a sales story about any one of them. 


I am just wondering if it might be advisable for the three 
mills to continue exchanging samples, say once a month, on this 
grade, just to make sure that the quality does not get away 
from us." 


(EBE 57-7) 


After the war the arrangement with respect to job lots which had 
been made in 1938 was given further consideration by the mills and mer- 
chants, The following reference to the arrangement was made in the minutes 
ae joint meeting of representatives of mills and merchants held on May 14, 
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Consideration of the Mills was requested to continuing 
or, if necessary, reviving in operation the measures developed 
in 1938 to regulate conditions under which job and odd lots, 
including side-runs, will be made available. 


(HS 31-1) 


G. ‘!; Earnshaw, es chairman of the Book and ‘iriting Section, wrote 
to Ivan Moffitt, secretary of the Sanadian Paper Trade Association on May 22, 
1946 in regard to the job lot arrangement. In his letter he said: 


"At the meeting held in Toronto on May 14, attended by 
representatives of fine paper mills and merchants, reference 
was made to an agreement regarding the disposal of job lots of 
paper. This matter will be discussed at the next meeting of the 


Book and ‘Iriting Section, Canadian Pulp & Paper Association, in 
June. 


In the meantime, would you kindly let us have enough copies — 
of the agreement regarding job lots, issued from your office, for 
each of the fine paper mills. 


(fBE 11-2) 


' A meeting of the Book and Writing Section was held on June 25, 
1946 but the minutes do not contain any reference to job lots. An inter 
office letter of Howard Smith, dated March 10, 1947 from KE. H. Smith to 
We H. Aird, which deals with sulphite bonds, carries the following hand- 
written note: "No job lots to merchants". Such a policy of not supplying 
merchants with job lots would be in keeping with the arrangement made in 
1938, 


(d) Checking the Observance of Uniform Prices 
EE he Uservance of Uniform Prices 


The attention which the mills have given to the establishment of 
uniform list prices and conditions of sale for fine papers has already been 
described. Inquiries among the mills about adherence to these prices are 
disclosed in the following instances. 


J. F. Taylor of Eddy wrote to the company’s western agents on 
May 29, 1935 and referred to various cases which had been mentioned by 
e He Snith of Howard Smith in which Eddy was said to be selling "in any 
quantity at the mill price, plus carload rate of freight, etc.". Mr. 
Taylor stated: 


" . . » When the information reached me, I immediately 
stated that if the Gnith organization was under the impression 
that we were doing something we should not do, we would like to 
have them be a little more specific .. . j 
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I do not mind telling you that we do not like these 


accusations but if there is anything in them there is no 
reason that I know of why we should not straighten out the 
situation referred to and particularly if the other mills 
and Fine Paper Jobbers are adhering to quantity prices, 
terms, and deliveries. 
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(TPW 12-30M) 


Later in 1935, #. H. Smith brought to kddy's attention an 


instance reported in Montreal in which a quotation was given at other 
than the regular price. The matter was checked by Eddy and in @ letter to 
Mr, Smith on September 9, 1935 H. Clarke of Eddy wrote: 
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It seems we are the guilty party in this case due 
entirely to a mistake on the part of one of our Montreal 
Branch Officials. Eo assured, however, we have warned them 
to exercise more care in making quotations, even when they 
are asked to do so in a hurry. 


" 
ee 8@ @ 


(HS 43-18) 


Mr. Clarke enclosed with his letter a copy of a report from the 
company's Montreal office which contained the following: 
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It so happened that when iir. Carney called, he was in more 
or less of a rush for a price, and when the writer referred to 
the Trade Customs, he deducted the roll differential as contain- 
ed in section 28, paragraph A, and in figuring these deductions 
out made an error of 10¢ per cwt., making the price $7.65. 

About an hour later, however, the writer detected this error and 
advised Mr. Carney that the price on rolls would be ¢%8.00 per 
cwt. and also quoted section 9, paragraphs A and B covering 
narrow widths and small diameters. 


It is indeed regrettable that this mistake occurred and 
although the order has not yet been placed by McFarlane, wo fear 
it will be necessary to stand by the $7.65 base price and shall 
see that the differentials for narrow widths and small diameters 
apply as contained in the Trade Customs." 


(HS 43-1T) 
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Dealing with complaints that Eddy was selling some accounts 
in the province of Quebec at less than regular prices, BE. Clarke of 
‘Eddy wrote in a letter of March 30, 1936 to Z, H. Smith: 
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We are very glad that you wrote to us about these 
various items because it is quite evident that in certain 
areas, prices are not being adhered to strictly, especially 
on Exercise Book stock and on Book Paper quotations to 
Religious Institutions in particular, throughout the Province 
of Quebec. 


The writer had occasion to speak to hir. Jewett of 
Provincial in a general way on the train the other day in 
connection with items of this kind and he thinks it might 
be a good idea to bring the matter up at the next Book and 
“Writing Meeting with a view to clearing up irregular quo- 
tations similar to those referred to in your confidential 
letter to Mr. Caesar. Rest assured, this matter will be 
treated in strict confidence and that so far as we are con- 
cerned, no information will get back to any of the firms to 
which you referred. 


From time to time we receive complaints from our Sales- 
men regarding cut prices being offered by your firm and others 
but we invariably take them with a grain of salt and do not, 
as a rule, bother you about them. It seems to the writer, 
however, that if a frank and open discussion took place on the 
whole situation at the next Mill Meeting, it should clear the 
air considerably." 


(HS 55-19F) 


ir. Smith replied to this letter on April 8, 1936 and in addition 
to thanking Mr. Clarke for the manner in which the complaints had been dealt 
with, invited him to bring up any instances in which Howard Smith was reported 
to be cutting prices, (HS 55-19C), Mr. Clarke dealt with some related matters 
in a further letter of April 15 and referred to a report that Howard Smith 
had made a sale of some paper at the carload price in less than carload 
quantities. Mr. Clarke suggested a discussion of the matter at the next 
meeting of the Section. 


Rolland wrote two letters to Eddy on May 28, 1936 to report 
price deviations (ROL 17-5B; ROL 17-6). One contained a complaint that 
regular prices were not being observed in the sale of Eddy paper in Quebec 
and the other, that Eddy distributors were not observing resale prices 
in the sale of bond paper in Toronto. With reference to the complaint of 
irregular sales in Toronto, J. F. Taylor replied in a letter on June 1, 1956: 


". » » The situation in Toronto, that is if you are 
referring to Fine Papers Limited, was straightened out some 
weeks ago and as far as we know everything is going along 
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very nicely; if, however, you have any other distributor in 
mind who is not adhering regidly to resale prices on any of 
our grades and you will be good enough to let us know who it 
is, you can be assured that the matter will have our further 
attention. 
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(ROL 17-5a) 


In reply to a letter from C. H, McFarlane of McFarlane Son & 
Hodgson, Montreal, dealing with a report that that wholesale firm had sold 
book paper at a low price, E. H. Smith of Howard Smith wrote on June 3, 


1936: 
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As a matter of fact, I thought there must be some mistake 
in regard to the cut prices on Book Papor as Mr. Hubley had 
always given me to understand that they never had any trouble 
with your firm in regard to cut prices. 
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(HS 8~-10R ) 


A memorandum of Howard Smith's, dated August 9, 1937, referred 
to one territory in which Eddy was reported to be offering bond paper at 
the three ton price in lesscr quantities and the opinion was expressed 
that the situation would be corrected if merchants also reported to be 
engaging in similar practices could receive assurance that correct prices 
would be used by iddy (HS 55-16C). In a further memorandum of October 27, 
1958 ir. Gnith stated that he had had a discussion with Mr. Clarke of Eddy 
who had said that Eddy was selling only one account at the mill price in 
less than three ton lots and that if the practice was dropped by the merchants 
Eddy would be glad to fall in line (HS 55-164). 


Ivan Moffitt, secretary of the Canadian Paper Trade Association 
wrote to Eddy on June 13, 1938 and, after setting out the basis on which 
merchants had quoted on an order for the C.N.R., asked if Eddy had taken 
the order in keeping with the basis described (Bi 83-4B). i. Clarke of 
Eddy replied to this letter on June 2] and said: 

4 + e e 

I am quite sure our quotation to the Canadian National 
Railways on mimeograph was based on the regular price and so 
far as I am aware we received the order in the regular waye « e« e 


" 
* 8 6 


(EBE 83-44) 


- 197 - 


Mr. Moffitt replied to Mr. Clarke's letter on June 22 and said that as 
perhaps he should not have taken up the matter directly with the mill 
he was referring the correspondence to Mr. Cadmants office (EBE 83-4). 


N. E. Wainwright of Don Valley wrote to Eddy on January 20, 1939 
referring to reports that certain grades were being sold in Montreal at low 
prices and that, in particular, a grade of ticket stock paper was being sold, 
"at a lower cost than the fixed price" (ZBE 70-3). The following hand- 
written notation appears under this paragraph on the letter in Eddy's files: 
"122.50 net as agreed with Don Valley". 


Eddy wrote to Provincial on January 26, 1939 to check on the 
observance of schedule prices on sales to a particular account. The letter 
from Eddy contained the following: 


"We were asked to quote these people on Plain Offset stock, 
and quoted in accordance with prices outlined in the Book and 
Writing Schedule, pages 15 and 16. 


We have been given the impression that they are purchasing 
from you at a much lower price. If you have no objection, would 
you mind advising me if this report is correct. 


t 


(EBE 75-7A) 


A. P. Jewett in a reply dated January 30, 1939 made the follow- 
ing comment: 


We do not sell these people anything direct, but shipments 
reach them through the Toronto Jobbers and we have checked up 
orders covering this grade destined for these people and there 
is no special price. 


Li 
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(EBE 75-7) 


Howard Smith took steps to check sales by one of its merchant 
companies on receiving reports from Mr. Ellison of Eddy that small sizes 
of bond paper were being supplied to one customer without the regulation 
differential for small sizes being charged. On receiving a report after 
an internal audit that no sales of cut stock had been disclosed, E. Hs . 
Snith wrote to B. Ellison of Eddy on December 22, 1939 and enclosed a 
copy of the auditor's report (HS 55-10B). 


Arrangements had been made among the mills for a special allowance 
under certain conditions to publishers, of which a description is given 
earlier in this report (see pp. 121-123). On August 3, 1940 E. Clarke of 
Eddy wrote to A. P. Jewett of Provincial in regard to the granting of the 
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allowance to a publisher whom Eddy did not consider was entitled to the 
special price (EBE 59-3A). Mr. Jewett's reply on August 6 contained the 
following explanation: 


" 
_ we ee 


On looking this up, I found an order, which we took from 
them early in June, for 18 tons of No. 3 Book S. C., and which 
was taken at the then list price of 96.60 per cwt., less $1.00 
per cwt. as it was for use in the publication 'Le Courier du 
Cinema’, which enjoys second class postage privileges. 


If you do not think we were right in accepting this order 
in this way, we would be very glad to discuss it with you at 
the first opportunity." 


(EBE 59-3) 


Ivan Moffitt, secretary of the Canadian Paper Trade Association, 
wrote to Eddy on February 4, 1941 in regard to a reported sale by Hddy of 
1000 lbs. of bond paper which did not conform to regulations of the mer- 
chants governing freight equalization on such shipments (KBE 36-4B). A 
company memorandum of February 6, 1941 contained the following instructions 
with respect to future orders of this kind: 


" 
oe e@ 


Shipments of printing paper sold at resale prices are f.o.b. 
Toronto, Ottawa or Montreal. The paper merchants sell on 
this basis and we cannot expect an advantage. ‘while no debit 
will be issued in connection with your order #12, will you 
please take note that on future orders resale prices will not 
be entered 'Prepaid'." 


(EBE 36-4C ) 


A report from Howard Smith that one of Eddy's distributors was 
selling a grade of bristol paper at an irregular price led Mr. Ellison of 
Hddy to ask the Toronto branch of his company to check the matter. A report 
of the investigation wus civen by Mr. bllison to Howard Smith in a letter of 
April 16, 1941 from whieh the Tollewing is taken: 


? 
eo 0 4 


Without in any way divulging to Messrs. Fine Papers Limited 
the source of my information, I have had our Toronto people check 
into the matter very closely, both verbally and by going over the 
books of Messrs. Fine Papers Limited. 


We have the absolute denial from Mr. Fred Halls that such a 
transaction took place, and we were unable to locate any evidence 
that there was such a transaction, 
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Mr. Halls goes further to Say that all of their hooks 
and invoices are audited and that any error in making a 
Sale of this kind woulda be uncovered. 


Mr. Halls further Suggests that if a doubt still exists 
in my mind as to whether or not the information he passes 
along to me is accurate, he is perfectly willing to have the 
auditors re-examine his transactions thoroughly. He is quite 
Willing that the auditor be given more specific information 
as to whom the sale was made, the approximate date, the quan- 
tity involved, etc. so that the auditor can look for some 
specific violation; and he Claims that they will not finda any. 


Li 


(HS 55-5B) 


Mr. Ellison of Eddy wrote to A. P. Jewett of Provincial on 
April 14, 1941 seeking assurance that no special prices were being given 
in connection with the sale of mimeograph paper to certain school boards. 
His letter included the following: 


"No doubt I have been furnished with misinformation, but 
in order that we may all be clear on the subject, I would 
appreciate it if you would assure me that there is no special 
price, allowance, or concession made to any merchant or 
supplier who sells Mimeograph to the Toronto Board of 
Education or to the Hamilton School Board. 


In other words, I just want to be sure that we are not 
deluding ourselves by trying to quote regular accepted, under- 
Stood prices on Mimeograph to the Suppliers of the different 
school boards, and are expecting to get a share of this 
business at a competitive price, only to find, sometime later, 
that we never were competitive on this business, 


I would appreciate if you will confirm there is no special 
arrangement, allowance, or concession made in connection with 
this type of business, and I am asking Ned Smith and Roy 
aeclestone, if they care to do so, to let me have their assurances 
also, 


A] 
o @ @ 


(ZBE 56-5¢) 


In Mr. Jewett's reply of April 16 the following statement appeared: 


So far as I am aware no concessions are made by the mills 
on this business but I do believe the matter has resclved to a 
scramble for these orders between the machinery houses and the 
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paper merchants. If you would care to speak to me about the 
above matter when I am in Montreal next week, I may be able 
to throw some further light on it for you." 


(EBE 56-5B) 


A copy of Mr. Ellison's letter of April 14 was sent to Mr. Smith 
of Howard Smith, who made the following comments in a letter of April 17: 


"Replying to your letter of the 14th to Mr. Jewett, a copy 
of which you sent to me, I can find no record of our having made 
any special price or offer any special terms or conditions in 
connection with Mimeograph for the Toronto Board of Education or 
the Hamilton School Board. 


However, George Davidson is out of town and I would prefer 
not to make a definite statement until I check the matter with 
him. I will, however, have complete information at the Book and 
Writing meeting on Tuesday.” 


(EBE 56-5) 


R. H. Ecclestone of Rolland also wrote to Mr. Ellison about the 
same matter on April 18 and in his letter he said: 


" , - « I would just like to assure you that we have no 
knowledge of any special prices, allowances, or discounts of 
any kind to anyone, in connection with this grade of paper. 


" 


(EBE 56-5) 


Later in April 1941, Mr. Ellison took up with the same mills the 
question of the observance of quantity prices for book, litho and offset 
papers. Ina letter of April 26 Mr. Ellison referred to reports he had 
received that sales were being made at the 18 ton price in 5 ton quantities 
(EBE 57-6A). The following comments were included in a reply made by E. H. 
Snith of Howard Smith on April 28: 


Our standing instructions are that these quantity prices 
on book, litho and offset are to be enforced to the letter and 
deviations from these prices are not permitted without my 
personal approval, which I may say I have never given. 


* 
e ° e 


(EBE 57-6) 


Mir. Ecclestone of Rolland, replying on the same day, stated in 
his letter: 
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". « » we have maintained and are maintaining the set up on 


these papers and are not Supplying any buyers at the eighteen 
ton price on lesser quantities. 


(EBE 57-6B) 
In Mr. Jewett's reply, also dated April 28, he said: 


La 
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The answer, in our Opinion, is that quantities are being 
well maintained. If they were not there would be a lot of 
grumbling and little of this has reached our ears. But we 
did have a case to-day where a lithographer who, on Friday 
last, gave us an order for a car (including one 5,000 lb. item) 
called up and cancelled the order when he saw our acknowledgment 
showing the higher price for the 2% ton item. In this case we 
have no knowledge of any other mill conceding the car price 
on the whole order and are inclined to believe that they are 
merely trying to force our hand. We will not, of course, give 


in on this and it Simply illustrates what is going on all the 
time. ; 


(BZ 57-6D) 


Activities of salesmen in seeking business from bank note companies 
was the subject of correspondence between the Eddy and Howard Snith companies 
in 1941. Ina letter of April 30, 1941 to &, H. Smith, Mr. Ellison of Eddy 
said that he would not complain about efforts to "sell a comparative or 
Similar grade of paper at a comparative or similar price” but when customers 
are told by a salesman that “he will furnish them with a far better sheet 
at the same price, or a similar sheet for a lower price, and will go to the 
extent of making a special high grade sheet for their exclusive and particular 


use, it is not conducive to stabilization of the market." Later in his letter 
he wrote; 


"We don't want to have to keep reducing our prices to the 
Bank Note Company, and, frankly, we have been assured time and 
again that at a competitive price we will continue to enjoy this 
business. Therefore, I would appreciate very much indeed your 
investigating the matter and letting me know whether your 
attitude checks with mine in this connection and we will, of 
course, co-operate with you in similar instances such as I have 
already done in the case of F, N. Burt, etc. 


" 
oe @ 


(HS 55~43) 
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With respect to the activities of the salesmen, Mr. Snith stated 
in a lengthy letter of May 3, dealing with various incidents mentioned by 


Mr. Ellison: 


al 
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. » e He has not criticized either your product or your 
price, but he has pressed for this business from time to time 
on the basis of the quality of product which we feel that our 
organization can produce, but always on an equivalent price basis. 


e ® e 


Ld 
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(HS 55-4B) 


The manner in which reported departures from established prices 
were checked on occasion is illustrated by a letter of July 235, 1941 to 
Howard Smith from B. Ellison of Eddy in which he said: 


"This will confirm our several confidential telephone 
conversations of today's date in which you assured the writer 
that there was no concession of any kind whatsoever being | 
allowed by the Howard Gnith Paper Mills on purchases by la - 
Cie Canadienne Papeterie of White Wove Exercise and that your 
prices are the regular schedule delivered prices and that you 
were shipping to these people via truck freight prepaid and 
making no trucking allowance. 


Li 
seve 


(EBE 57-10) 


B. D. Millidge of Alliance wrote to A. P. Jewett of Frovincial 
on January 17, 1942 in regard to the basis on which coated paper was being 
supplied by Provincial to a particular account. In his letter Mr, Millidge 
wrote: 


"We have been led to believe that you are selling coated 
paper to T. B. Little, Montreal, at the carload price for 
practically any quantity. I do not think this statement is 
quite correct, and was wondering if you would be good enough 
to give me an idea of how it is being handled. 


It is not necessary to write me, but might let me know 
sometime, We do not intend to use the information, but to 
make sure that it is being handled one way or the other.” 


(PLT 2-2) 
In December 1947 the Winnipeg office of Howard Smith took up with 


the Eastern offices of the company what was considered to be a difference 
between the practice followed by Howard Gnith and Rolland in charging for 
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duplicating stock in cut sizes. This led to the matter. being taken up 
with Ivan Moffitt, secretary of the Canadian Paper Trade Association, 

and then by the head office of Rolland with its Winnipeg office. The 
question involved was whether Howard Smith made a 15¢ cutting charge on 
Sales to merchants whereas Rolland and Eddy made no such charge. The 
Hastern offices of Howard Smith said that the question had arisen because 
of a misunderstanding of Howard Smith's practice which was not to make 
such a charge on sales to merchants. In a letter of January 9, 1948 the 
Toronto office of Howard Smith wrote to the Winnipeg office of the company 


"It has taken a little while, but I finally got some infor- 
mation from Ivan Moffit toeday. Mr..Moffit has been in touch 
with Roy Ecclestone and I am informed that Rolland’s set-up is 
exactly the same as ours. 


Apparently he has also written to Don Williamson in this 
connection and if there is still any doubt, I suggest that you 
discuss this matter with George Brain, (Rolland, Winnipeg) 
that he has all the information out there and there should be 
no difficulty in getting this thing straightened out." 


(HSW 3-6C) 


The Winnipeg office of Howard Smith did not consider that the 
matter had been fully cleared up and made the following report in an inter~ 
office letter of January 21, 194e: 


"I have discussed the matter with Don Williamson and 
George Brain and while the matter has been discussed among 
the Merchants up here apparently there has been no change 
made in Rolland's setup, which at present considers cut 
Sizes a stock item and does not carry an upcharge of 15¢ 
on shipments to merchants warehouses," 


(HSW 3-6B) 


Further explanation from the Toronto office of Howard Smith, in 
an inter-office letter of January 23, was to the effect that the upcharge 
was not made by the company.on sales to merchants and in this connection 
the writer said: 


Ld 
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I hope that this has now been clarified and I am sure 
that if the Merchants who have received cut stock from us 
-will check their invoices that they will find that they have 

not been charged for cutting." 


(HSW 3-64) 


(a) Control of the Wholesale Trade in Fine Papers by 
Menbers “of ‘the C Psd A oo) SAE DEON Sst ody 


Throughout the period for which information is available, and 
at least from 1934 on, the C.P.T.A. has embraced by direct membership 
or by association in local or sectional arrangements all but one or two 
of the firms in Canada carrying on business as fine paper merchants and 
recognized as such by one or more of the Canadian fine paper mills. 
Although two important merchants, T. B. Little of Montreal and Wilson- 
Munroe of Toronto, have at times been out of the C.P.T.A. for some 
appreciable period, the documentary evidence indicates that during their 
periods of non~membership in the national organization they remained 
associated with members and, in fact, subscribed to important local 
arrangements initiated during these periods. At the sixteenth annual 
meeting of the C.P.T.A. in 1934 the following comment was made as to 
membership in one report: 


i 
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We, of the Central Section, are glad to welcome Messrs. 

W. V. Dawson, limited, who have renewed their membership 
in our Association during the past year. This means that 
with one exception, every Fine Paper Merchant in Canada is 
a member of our Association and I doubt if any other Trade 
Association can show such a complete membership. 


(BET 7) 
The one exception referred to may have been Wilson-Munroe. 


Table IX (pages 32-34) lists the fine paper merchants who 
were C.P,T.4, members in 1950. There were two other firms, one 
in Quebec and the other in Ontario, who were able to purchase fine 
papers from one or more of the mills for purposes of resale. These two 
merchants were Emile Robitaille of Quebec City, who has been recognized 
as a direct account by Eddy since, at least, 1940, and London Paper Co. 
Itd. of london, Ontario. The latter apparently carried on a wholesale 
trade in fine papers for some period, but its business in recent years 
appears to have consisted primarily in the procurement of supplies for 
an allied converting company, Members of the C.P.T.A. made fine paper 
sales to a total value of approximately $23,500,000 in 1948. On the 
basis of information obtained during the inquiry, it can be concluded 
that the trade in Canadian fine papers conducted by the members of the 


‘Stlreag constituted more than 95 per cent of such wholesale trade in 


The concentration of the wholesale trade in fine papers in the 
hands of members of the C.P.T.A. follows from the fact that, with the 
minor exceptions noted above, the firms making up the membership of the 
Association are the only ones recognized as merchants by one or more of 
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the fine paper mills, This situation has at all times been jealously 
regarded by members of the C.P.T.A. and the members have closely 
guarded the acceptance of new members into the Association, Article 
IIT of the by-laws of the C.P.T.A, relates to membership and for some 
time prior to 1941 this article read as follows: 


"Article III - MEMBERSHIP 


(1) 4A Fine Paper Dealer or Merchant is defined as follows: 


A Corporation, Firm or Individual, whose principal 
business is selling for resale or processing, and 
carrying a general stock of the various grades of 
stock sizes and weights of Fine Papers, Cardboards, 
Envelopes, etc. , from which any quantity, large or 
small, can and will be sold, 


(2) Applications for membership shall be made to the 
Secretary, and shall be referred to the territorial 
section, whose action thereon shall be final," 


(MCF 10-16) 


Between 1935 and 1941, when paragraph (1) of Article III, at 
least, was in the form given above, only three new members joined the 
Association, not including business successors of previous member firms, 
One of the firms becoming a member was Fine Papers Limited, Toronto, 
whose acceptance into membership in 1937 is described in Chapter VIII, 
The other two firms, which commenced business as individual proprietor- 
ships, were Hillier Paper Company, Winnipeg, which became a member in 
1938, and John Neville Paper Company, Ottawa, which became a member in 
1940. The principal of Hillier Paper Company had been an officer in @ 
member company for a number of years prior to 1935, while the owner of 
John Neville Paper Company had been manager of an Ottawa branch of 4 
member company until control of the latter was changed in 1939 and 
shortly thereafter formally assumed by Howard Smith, 


Although the definition of a fine paper merchant, as set out 
in paragraph (1) of Article III, had been adopted at least as early as 
1923 and had remained unchanged since that year, action was taken to 
revise it at a special gsneral meeting of the C.P.T.A. held in June 
1941, Some months previously an application for membership had been 
submitted by Emile Robitaille of Quebec City, but action on it had 
been deferred according to the following report in the minutes of a 
meeting of the Executive Council of the C.P.T.A. held on January 29 
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"MEMBERSHIP - The application for membership submitted 
by Emile Robitaille under date of Novem- 
ber 18th, 1940, was presented, It was 
considered insufficient information was 
available to determine as to the quxlifi- 


= aes 


cations of the applicant under the By- 

law defining a Fine Paper Merchant, and 
it was left over for further enquiries 

to be instituted. 


(SDW 22=24) 


The amendments made in June 1941 resulted in article III of 
the by-laws from then on reading as follows: 


“article IIT — WEMBERSHIP 
(1) A Fine Paper Dealer or Merchant is defined as: 


A Corporation, Firm or Individual, whose principal 
business is selling for resale or processing, own~ 
ing outright and carrying a general stock (to a 

cost value of not less than $50,000 and $35,000 in 
metropolitan areas of more than and less than 20,000 
population respectively) of the various grades of 
stock sizes and weights of Bond, ledger and Writing 
Papers, Book Papers - plain and coated, Cover Papers, 
Cardboards and other Fine Paper lines; from which any 
quantity, large or small, can and will be sold. 


(2) Applications for membership shall be made to the 
Secretary, and shall be referred to the territorial 
section, whose action thereon shall be final. 


(3) A member may withdraw from membership in the Associa- 
tion by giving in writing to the Secretary three 
months! prior notice of its intention so to do; and 
during the period of such notice the member shall be 
subject to the obligations and responsibilities in- 
volved under such membership in the Association." 


(MCF 10-154) 


No new member has been taken into the C.P.T.A. since the amend= 
ment of the by-laws in June 1941. This was, of course, in part an abnormal 
period when both wartime control requirements and shortage of supply tended 
to prevent candidates from appearing. The evidence indicates, however, 
that these were not the governing reasons. A reference to the application 
made by Emile Robitaille is found in a létter dated October 10, 1941 
addressed to members of the C.P.T.A.'s Executive Board, this apparently 
being a new name for the Executive Council, in which ir. iloffitt wrote 
of various matters for attention at a meeting of the board to be held on 
October 20 and listed one subject as: 


"Membership-A pplication of Emile Robitaille, Quebec City, 


66045.7 
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filed in 1940 and held in abeyance," 
(MCF 12-7C ) 


There is no further reference in the documentary evidence to this 
application and mo indication whether the requirement as to value of 
stocks carried, or some other feature, was involvod in the consider 
ation given to it. It is a matter of record that Emile Robitaille did 
not become a member of the C.P.T.A. 


A later application for membership in the C.P.T.A, was that 
of Lauzier Paper Limited of Montreal, a jobbing company which had been 
formed in 1945 by a former employee: of J. B. Rolland and which had not 
been recognized as a direct account by any of the fine paper mills, 

The application was apparently referred to the territorial section con- 
cerned, in view of the following reference in the minutes of a Quebec 
Sub-Section meeting held on October 31, 1945: 


Application for membership submitted by Lauzier Paper 
Limited was presented for consideration, It was decided 
to advise the Executive that the Sub-Section could not 
recommend acceptance, as at present no information is 
available that the applicant can meet the requirements 
for membership under the by-laws. 

n 


(LIT 7-62) 


Mimtes for an Executive Board meeting, which was held on November 27, 
1945, record: 


" ® e e 
MEMBERSHIP Lauzier Paper Limited is to be inter- 


viewed by the Secretary respecting its 
application for membership, 


(LIT 3-29) 


No further reference to the application under consideration in 1945 was 
found in the documentary evidence, but the following appears in the 
minutes of an Executive Board meeting held on March 23, 1948: 


MEMBERSHIP Letter from Laugier Paper Limited, 
Montreal, was read enquiring as to 


procedure in making application for 
membership, The Secretary was dir- 
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ected to advise the qualifications, 
and if application is received, to 
interview the Company before it is 
submitted for consideration, 


(HOT 14-3A) 


On April 2, 1948 Ivan Moffitt wrote to J. Lauzier of Lauzier 
Paper Limited, Montreal, and said: 


"Since your letter of February 26th, I have been trying 
to arrange, but without success, to have a chat with you. 


The definition of a fine paper dealer or merchant, as 
contained in the by-laws, is stated as: 


A Corporation, Firm or Individual, whose principal 
business is selling for resale or processing, own- 
ing outright and carrying a general stock (to a 

cost value of not less than $50,000 and $35,000 in 
metropolitan areas of more than and less than 20,000 
population respectively) of the various grades of . 
stock sizes and weights of Bond, Ledger and Writing 
Papers, Book Papers - plain and coated, Cover Papers, 
Cardboards and other Fine Paper lines; from which any 
quantity, large or small, can and will be sold. 


Applications are made by letter to the Secretary, with 
appropriate statements as to qualification, etc, The 
Secretary then interviews the applicant, following which 
the application is presented to the membership for action. 


I may be in your City on Wednesday next, and if any point 
has been left in doubt, perhaps you would telephone our 
office leaving a message for me," 


(HOT 1-2A) 


It will be noted that Mr, Moffitt did not quote Article III(2) of the 
by-laws as given above, No further reference to this later application 
was found in the records of the C.P.T.A, and Lauzier Paper Limited did 
not become a member of the C.P.T.A. 


It appears evident that more than one application for member- 
ship in the C.P.T.A. has been made in the hope that acceptance would 
assist the applicant to secure supplies of fine papers more readily, 
either by recognition as a direct buyer by one or more mills or by 
being permitted to participate in certain stock-sharing privileges 
which have been available to members in a partimlar territory. The 
mills reject any suggestion that their acceptance of customers depends 
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upon membership in the C.P.T.A. and point to the fact that in a number 
of cases they individually do not accept all C.P.T.A, members as cust- 
omers and, in the exceptions which have been referred to above, one or 
more mills supply merchants who are not members of the C.P.T.A, An oute 
side jobber with some knowledge of the organization of the trade, how- 
ever, could scarcely fail to be aware of the substantial community of 
interest between the mills and the members of the C.P.T.A. or to think 
that membership in the C.P.T,A, would be of assistance to him in getting 
supplies of fine paper, 


The stock-sharing arrangements which have existed among local 
groups of the C.P.T.A. permit a merchant to fill orders in ex-warehouse 
quantities for lines of paper which he does not normally stock, either 
because he is not recognized as a direct mill buyer for such lines or 
because he has infrequent orders for them, or of which he is temporarily 
out of stock, Under the arrangements, a merchant in these circumstances 
may obtain the paper required from the warehouse stock of another member 
in the same locality at a discount from the prevailing resale price. The 
discount given, which has normally been at the rate of 10 per cent, gives 
a working margin to the merchant taking advantage of the arrangement to 
fill his customer's order, 


The advantages of the reciprocal Stock-sharing arrangements 
among members of the C.P.T.A, have been particularly apparent with res« 
pect to those lines of fine papers whose distribution has been made on 
what is loosely called an "agency" basis, That is, the manufacturer 
confines his sales of such lines to one or a limited number of merchants 
dn each territory. For a number of such lines, the smaller merchant 
particularly would have no direct mill source of supply and would be 
unable to complete a customer's order calling for such lines if he 
could not draw on the stocks of a merchant who was @ direct mill buyer. 
This privilege, if it could be secured, would be of particular value to 
any firm seeking to become established as a fine paper merchant and 
which had not been accepted as a direct buyer by a domestic mill, Such 
a firm, depending upon imports of fine papers for the principal stock in 
trade, and upon papers of domestic manufacture secured in a roundabout 
way would inevitably have gaps in the stocks of paper carried which 
could be overcome, to some extent at least, if supplies could be secured 
from fellow merchants under stock~-sharing arrangements, The stock- 
sharing privilege in such a case might mean the difference between 
success or failure. But, as has already been mentioned, these arrange- 
ments embraced only members of the C.P.T.A, If the extending of the 
privilege were a matter of independent policy on the part of each 
merchant, depending upon the quid pro quo that he in turn received, 
then, of course, no objection could be taken to it; such an arrange- 
ment takes on a different aspect, however, when, as a matter of common ~- 
agreement, the parties limit the arrangement and use it to protect, 
their monopoly position. That a departure from the practice of making 
supplies available only to fellow members was regarded with disfavour 
is indicated by a memorandum dated July 12, 1948 found in the files 
of J, B, Rolland, referring to efforts made by a non-member company , 
Lauzier Paper Limited, to secure supplies from a member in Toronto: 
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"Re, - Toronto Matter - United Paper to Lauzisr 


Mr, Hubley (Federal Paper, Montreal) advises that he spoke 
to Mr, Moffitt and Mr. Finlay (United Paper, Toronto), who 
was in Mr, Moffitt's office at the time. 

Mr. Moffitt negotiated the matter and it has been settled 
that United Paper will not sell to Lauzier in future, as 
of date Mr. Hubley spoke to Mr. Marcel Rolland (J. B. 
Rolland), he thinks it was the 7th of July, 1948. 


Mr, Hubley was definitely of the opinion that same should 
not continue. 


B." 
(JBR 20-4) 


Montreal merchants, including Federal and J. B. Rolland, who were recog- 
nized by the mills, thus had a common interest in preventing Lauzier of 
Montreal, who was not so recognized, from obtaining papers from other 
recognized merchants in Toronto, 


Complete information as to the merchant accounts recognized by 
the mills was only received during the inquiry for the period 1937 to mid- 
1949. During this period the mills did not recognize any new merchant 
customers in any of the cities of Montreal, Toronto and Vancouver, During 
this same period the only merchant with a warehouse in any of these cities 
which was accepted into membership in the C.P.T.A. was T, B, Little which 
rejoined the C.P.T.A. in 1943 after resigning in 1938, In 1948 nineteen 
out of the twenty-nine members of the C.P.T.A. had their principal places 
of business in one of these three cities and in that year sales of such 
head offices and branches made up more than 75 per cent of the total fine 
paper sales made by C.P.T.A. members, 


(ob) Merchants! Pricing Practices 


For as far back as records of the C.P.T.A.'s activities were 
obtained there is evidence that the establishing of uniform selling 
prices was a principal purpose of the association. 


An early illustration of agreement upon pricing policies is 
found in a resolution passed at a C.P.T.A. meeting held on October 26, 
1922. It read as follows: 


"WHEREAS unsatisfactory conditions exist at the 
present time regarding resale prices 


BE If RESOLVED, that all houses undertake to sell at 
their regular published list prices, f.o.b. warehouse, with 
freight equalized on established delivery points east of and 
including Port Arthur and Fort William, All paper sales made 
west of Port Arthur and Fort William to be at list prices 
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F.0.B. Toronto or Montreal, 


(MCF) 


The pricing systems used in each of the different sections 
or sub-sections of the C.P.T.A. had features peculiar to the group 
immediately involved, However, basic to each of these systems was the 
fact that the members in each locality had accepted a policy that their 
selling prices and conditions of sale should be the same, The accept- 
ance of such a policy was so fundamental to the operations of the mer- 
‘chants in their various sections and sub-sections of the C.P.T.A. that 
no one said, and the available records do not show, how long ago it was 
originally decided upon. It seems probable, from the evidence avail- 
able, that the decision to follow common selling prices and conditions 
of sale was made even before the C.P.T.A. was formally organized and 
that all the various arrangements, agreements and negotiations described 
in this report were made by way of re-affirmation or development of the 
basic understanding which was known to and accepted by each merchant, as 
he joined the association, 


The C.P.T.A.'s sixteenth anmal meeting was held in February 
1934 and the following quotation from the "President's Address", made 
by G. H. Allen of Buntin Reid, Toronto, throws some light on the C.P. 
T.A.'s activities at that time of depressed markets: 


It has been forcibly brought home to each and everyone in 
our Trade; the hopeless morass in which we would labour 

were our Association anything but a live factor from day 

to day. It therefore behoves us to keep closely together, 
have our activities work thro! our Secretary's office, and 
take full advantage of the information he has immediately 
available, or within his reach, By so doing we can solidify 
our organization in all its undertakings and thereby get 
full benefit of the better conditions which are now re- 
ported in other industries. 


Your Association can just be as strong and healthy as you 
like to make it. If we give unselfishly, our reward will 
be great in proportion to our contribution. 


Members will, I hope, cease the vicious practice of setting 
up preferred accounts, discourage collective buying, and 
concede their brother Merchant a right to his profit and 
livelihood. Any deviation from our listed prices or con- 
ditions of sale on the part of one member weakens our 

whole structure, and is liable to spread past redemption, 
It likewise conveys to our sources of supply, as well as 
our customers, that our resale prices must be too high when 
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we do not adhere to them. 


(BET 7) 


The report of the treasurer at the same annual meeting 
stressed the value of the association as an organized body in dealings 
with the mills and as a meeting ground for merchants in dealing with 
local and also more general conditions. (In the following part of his 
report he measures the advantages of the association to the members 
against the cost of maintaining it, which was then in the neighbourhood 
of $7,000 per annum: 


ty 
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Now, gentlemen, what do we get for this sum of seven thousand 
dollars! By comparison is it not a minimum expenditure for 
the benefits that are made available to us all? First and 
foremost, we are enabled, through the medium of the organiza= 
tion, to treat jointly with our principal suppliers, the 
Canadian Mills, thus ensuring more uniform conditions. This 
applies with equal force to the manufacturing as well as the 
distributing branch of the industry. It is, in my mind, the 
greatest safeguard to the continued stability and prosperity 
of the Fine Paper business, and is a seid au that should be 
jealously guarded. 


Then we have a common meeting ground through which to give 
effect to mutual undertakings with the mills, and to consult 
and act upon problems and conditions peculiar to our own 
trade in local territories and as it affects the whole. There 
is perhaps, not the least important factor that a growing 
confidence is being placed by the mills in the merchants as 
distributors of their merchandise which must be considered a 
valuable contribution to the stable market upon which the 
merchants have been able to operate during these trying times, 
and should not be undervalued as one of our chief benefits. 


(BET 7) 


4s has already been pointed out, the acceptance of uniform 
merchant prices in each territory is of such long standing that few 
references are found in the documentary record to express statement 
of such basic policy of the C.P.T.A. One such reference is found in 
a report made to the C.P.T.A.'s twenty-third annual meeting in 
January 1941 by Gilbert Garnett, then of Iid-West Paper Sales, 
ideyTs and chairman of the Prairie Section, in which Mr. Garnett 
said: 
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» 

In accordance with the nain principle underlying the activities 
of the association, perhaps it could be affirned as equally 
applicable to all sections that the prices and conditions of 
sale agreed upon in any territory should be binding upon all 
nenbers regardless of geographical location, 


(KRV 5-26) 


"The prices and conditions of sale agreed upon in any terri- 
tory" referred to in Mr. Garnett's report, were the uniform prices 
and conditions adopted by the nenbers of the C.P.T.A. in each of the 
sections or sub-sections. Fron the wording of his report, Mr. Garnett 
was seeking an extension of the principle of uniformity of prices so 
that if a meuber in one section made a sale to a customer located in 
another section the nember would observe the prices adopted by the 
menbers in the section in which the custcner was located. The situa- 
tion at this tine was apparently such that custorers located in sone 
cities in the Prairie Section, by purchasing paper at the Central 
Section price, f.0.b. Toronto or idontreal, could secure supplies at 
a lower price than the price adopted in the Prairie Section, even 
after paying freight charges. This was not the first occasion on 
which proposais were made in the C.P,.T.A. to secure general acceptance 
of the prices adopted in each section and further reference to such 
Proposals is nade later in this report. 


The resolution passed on October 26, 1922, which is quoted 
at the beginning of this Section, makes reference to "regular pub=- 
lished list prices", Apparently the nerchants, or some of then, have 
for years published their ex-warehouse selling prices for the fine 
papers carried by them in stock. When this inquiry started these 
price lists were known as "printer's price lists", and were being put 
out fron tine to tine by alnost every fine paper merchant in Canada, 
Presumably these price lists got their name because they were circu= 
lated only to persons considered to be legitinate buyers of fine papers 
at wholesale and printers were the largest class of these. 


The merchants! printer's price lists have undoubtedly been 
of considerable use to the individual buyer of fine papers and, in 
addition, have become an essential advertising mediun for the indi- 
vidual merchant. Ordinarily, a printer's price list is prepared in 
loose leaf forn so that changes nay be made without it being necessary 
to reprint the whole list. 


The individual "printer's price list" has been designed to 
give full information on the cost to the custouer of any of the fine - 
Papers listed by the merchant if the custoner should order paper in 
an "ex-warehouse" quantity. Thus a typical Montreal printer's price 
list of 1948 gave, for the bond papers shown, information on the 
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following points: 


Trade names of }pers carried in stock. 
(fron these the buyer would recognize the 
grades.) 


Sizes, weights and colours of the particular 
paper carried in stock. 


Price per pound for each of the papers in each 
of the four quantity classifications shown. 


Assorting privileges allowed. 
(These privileges pernitted the buyer to 
divide the quantity required to obtain a 
discount among several kinds or variations 


of papers.) 


In addition, such a price list contained general information on 
cash discount terns, cutting charges and a general description of 
trade custons as they night affect dealings between the custoner 
and paper nerchant either on matters of price or otherwise. 


Taken as a whole, the printer's price lists set out ina 
careful and easily understood way a very considerable amount of 
factual infornation. The following paragraphs indicate the nethods 
by which uniformity of prices and conditions of sale was achieved 
for price lists in effect at the same tine in the same territory. 


(1) G.P.T.A. Records 


&s has been indicated earlier, an extended written record 
of all matters considered and acted upon by the C.P.T.A., its sections, 
connittees and officers was not obtained during the investigation. 
For example, the oldest copy of the by-laws of the C.P.T.#. obtained 
was marked "Revised to January 25, 1940". Article VII of this edition 
of the by-laws, which apparently renained in effect up until the time 
of the investigation, is as follows: 


"It shall be the duty of the Secretary to keep a record 
of the proceedings of the Association at its meetings; 
to keep a correct roll of the nenbers of the Association; 
to conduct all correspndence; and to perform such other 
duties as the Executive Council may direct." 


(MCF 10-16) 
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Mr. Moffitt, secretary of the C.P.T.A,., did not retain a full 
set of the records of proceedings at the various meetings he attended 
nor, apparently, did anyone else, Mr, Moffitt was questioned about his 
practices insofar as the keeping of records was concerned and his evid- 
ence was as follows: 


"Q. It says in the by-laws your duty is to keep a record? 


A, It does not say for all time, It does not say you 
keep a perpetual file, 


Q. Then, what happened to the records? 


A, We keep them as long as they are needed for the 
purposes of the association, 


Q. How long do you consider that is? 


A. We review our needs at the end of each year and any- 
thing that is still alive stays in the record, If 
it is finished with, there is mo purpose in keeping 
it. 


Q. So, they are destroyed then? 


A, Every year the records of our office are weeded 
through, yes." 


(Evidence, pp. 48,9) 


A considerable body of documentary evidence on the proceedings 
at meetings of both the C.P.T.A. and its various sections was built up 
from individual records found in a large number of places, some of these 
being Hodder & Moffitt offices in Toronto, Montreal and Winnipeg, and 
some of them being the various offices of the fine paper merchants, A 
comparison of the more formal records that were found with contemporaneous 
documents such as memoranda and letters passing between various members 
and officers of the C.P.T.A. or its sections and internally within the 
individual firms shows that such formal record of proceedings as was 
made and maintained was not always complete or truly revealing of what 
had actually taken place. 


The "Report of the Prairie Section" as included in the record 
of the proceedings of the C.P.T.A.'s Thirtieth Annual Meeting, held in 
June 1948, is a case in point. It seems that in this instance, S, A, 
Clark of Clark Bros,, Winnipeg, as chairman and nominated representative 
of the Prairie Section, gave an oral report on the activities of the 
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section for the past year, at this meeting, On June 29, 1948 Mr, 
Moffitt wrote to Mr. Clark and said: 


"When you can find a few mimtes of spare time, we 
should be glad indeed to receive a memo of your report 
on behalf of the Prairie Section as presented at the 
Annual Meeting. 


It may be as brief as you like, I believe it 
would be well if, as far as possible, we should omit 
any reference which might indicate arrangements on 
prices or pricing. 

if 


(CBC-1C) 


Whether he intended to use it as a draft from which he would speak in 
making his report or as g« draft setting out what he had said for use in 
preparing a reply to be sent to Mr, Moffitt, Mr. Clark prepared a memor- 
andum, which he did mt date, in his own handwriting. It ineluded the 
following: 


"Price Changes: The staggered announcements of price 
increases by the mills has been met by all houses 
putting the mill prices in effect as soon as announced 
by each mill , . . mo hardship has been experienced, 
Ex Warehouse prices have been made effective after the 
last mill announcement. By this time we have had H & 
M price sheets & had an opportunity to mail new price 
sheets to the trade on the date agreed that they be 
made effective. How we will handle our ex warehouse 
price changes should the mills start dropping prices 
(eg make all mills lines effective with lst mill 
announce) is a problem that will have to be worked 

out when & if it comes. 


Reduction of Mark ups - We had one dissenting member 
who has argued for a reduction in mark ups of approx 

5% to cover (i.e,, offset) increases announced by mills 
in May... 


Reasons:- 
- 1 - Increased volume of business over 1939 


~ 2 - Increased costs of doing business has not increased 
as mich as gross profit. 


However beside the lack of agreement by other members 
supplying mills have expressed disapproval so no action 
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will be taken," 
(CBC - 1B) 
In evidence, Mr. Clark said of this document: 


", .. this is not anything official, That was just 
@ memorandum, If I had known you were going to read 
it I would have filled in the details." 


(Evidence, p. 2488) 


An amended version of this handwritten report was sent to Mr, Moffitt on 
August--9, 1948. This version did mot include any of the excerpts from 
the handwritten memorandum as quoted above, The report sent to Mr, 
Moffitt on August 9 was revised again by him before appearing in the 
record of the proceedings as ciralated to the members, The only part 
of the report as submitted by Mr. Clark that referred to prices was 
deleted by Mr, Moffitt before it was circulated to the members, It 
read as follows: 

n 


FREIGHT ADVANCES - For the Western Members the Mills price 
advances in May included a freight 
advance of $5.00 a ton. 

(CBC 14) 
Mr, Moffitt gave evidence on the matter of preparation of reports: 
"Q. Now, when you were preparing reports of meetings 
and so on, did°*you not, on occasion, revise the 
reports which had been submitted to the annual 
meeting of the C.P.T.A. for publication? 

A, Undoubtedly I have at times, 


Q. Did you not specifically revise those reports when 
they disclosed evidence of price fixing activities? 


A, That would not be my principal interest in it, no. 


Q. You say it would not be your principal interest, was 
it one of them? 


A. It could have been. 


Q. I am asking you, was it or was it not? 
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A. .Yoa,* 
(Evidence, p. 50) 


Because complete records of meetings, arrangements and dis- 
cussions were not kept and because such records as did survive do not 
always contain a full or realistic report of what actually transpired 
and sometimes make no mention at all of some decision taken, it is 
sometimes impossible to fix the effective date of the adoption of some 
proposed plan although evidence available as to standard practices being 
followed at some later date clearly establishes the fact that the pro- 
posal known to have been up for consideration was adopted. 


(c) Pricing Practices in Central and Maritime Sections 


The names of the fine paper merchants operating warehouses 
in the Central Section of the C,P.T.A, may be found in Table X. In 
1948 these firms made fine paper sales to a total value of approximately 
$18,000,000 which was just over three-quarters of the total fine paper 
sales made by all the members of the C.P.T.A. In 1948 all the merchants 
shown as having warehouses in Toronto were from time to time represented 
at meetings of the Ontario Sub-Section as they had been for many years 
previous to that. In the same year all the merchants shown as having 
warehouses in Montreal, with the exception of Wilson-Munroe, were mem- 
bers of the Quebec Sub-Section and were represented at its meetings or 
kept informed as to the decisions made, 


In the Central Section the basic pricing manual is what in 
oral evidence Mr. Moffitt called "the black book" (Evidence, p, 66) and 
what in this report will be referred to as the "Hodder & Moffitt Sched- 
ule", As constituted in 1949, this loose-leaf document contained about 
170 pages, As it had for some years, it included full price information 
for direct mill shipment and ex-warehouse shipment sales for merchants 
selling in the territories covered by the Ontario Sub-Section and the 
Quebec Sub-Section and similar information with respect to the Maritime 
Section, 


Ex-warehouse prices as shown in the Hodder & Moffitt Schedule 
were calculated by use of agreed formlae, also included in the Schedule 
and each of which was set out on a page headed "Classification of Grades 
and Mark-Up Schedule", In 1949 there were fourteen of these pages, each 
one applying to one or more types of fine paper, These were: 


Sheet No, 1000 - Bond, Ledger, Writing, Duplicating, Station- 
ery, Coated Bond, Envelope Wove & Cartridge 
Papers 


Sheet No, 1002 - Rag Content Manifold, Lightweight Typewriter, 
Air Mail Paper, Sulphite Onionskin, Carbon 
Copy Paper, Sulphite Waxing Paper 


Sheet No, 1010 - Deckle Edge and Fancy Text Papers (in Book weights) 


Sheet No. 1012 ~S.C. & E.F. Book, Offset, Opacity Catalogue, 
Antique, Featherweight, Eggshell, Tariff 


Sheet No. 1020 = Coated Book and Litho Papers, Embossing Cover 
(See Sheet No. 1012 for other Coated Cover 
Papers) 


Sheet No, 1024-4 - Coated Book, Litho ~ SECONDS 

Sheet No. 1030 = Cover Papers, plain, embossed and coated 
(except Text Cover Papers and Coated Embossing 
Cover 

Sheet No. 1034 = Text Cover or Cover Weight Papers 

Sheet No. 1040 = Bristol Boards and Blanks (Uncoated) 

Sheet No. 1044 = Coated Blanks and Bristols 


Sheet No. 1046 


Blotting Papers, Uncoated 
Sheet No. 1048 


Coated Blotting Papers 
Sheet No. 1050 = Gunmed Papers 


Sheet No. 1054 


Tag Boards 
(HOF 34-1) 


Although the make-up for each of these sheets was essentially 
similar there were differences in detail. They all, with the exception 
of sheet No. 1024-4, provided information for the calculation of prices 
of both domestic and imported lines of papers. In the following table 
the information given on sheets No. 1000 and 1012, insofar as Canadian 
lines aré concerned, is set out to illustrate the difference in detail 
that the various sheets incorporated. 
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When this inquiry started the prices for ex-warehouse sales 
shown by the merchants of eastern Canada in their printer's price lists 
could be calculated where costs were known, as they were for domestic 
lines, by use of the information in the "Classification of Grades and 
Mark-Up Schedule" appropriate to the particular paper. 


In practice, changes in merchants! selling prices in recent 
years have generally been related to price increases announced by the 
mills. When the mills have made a change in price the new price has 
been brought to'the attention of Hodder & Moffitt's Toronto office and 
new price sheets for the Hodder & Ieffitt Schedule have been prepared 
on the basis of the “Classification of Grades and Mark-Up Schedule". 


The form and content of another type of Hodder & Moffitt 
Schedule sheet may be illustrated by reference to sheet No. 324 
which was put out in October 1948. At this time the mills were selling 
Central Section merchants white No. 7 bond at a delivered price of 
$12.75 per cwt. before deducting loyalty discount but after including 
charges for sheeting, trimming four sides and ream sealing in protected 
bundles. That part of sheet No. 324 which referred to this paper 
read as follows: 


October 8, 1948 Sheet No. 324 
less 


Bond, ledger, Writing, 


Mimeograph, Stationery Cost 1000 lb. 250 lb. Full Peg. Pkg, 
Ramen, — sche. serat Aida candace AMD dh ch RES ret ads Nhe ch Mle I ede SibMadast 
L_Del. Fer 100 1b. 
No. 7 Bond White $12.75 15.25 16.75 19.00 2%.00 
ee SE A I SE SSE TS SS AO SSE 
(HOT 34-1) 


Hodder & Moffitt Schedule sheets, setting out this information, 
were sent to the merchants and the selling prices indicated were pub- 
lished in the merchants! price lists with the simple insertion of the 
mill or private trade name applicable to the paper stocked by the mer- 
chant. It may be observed that the resale prices shown incorporate the 
rates of mark-up set out in sheet No. 1000 as given in Table XI. 


In the Hodder & Moffitt Schedule, paper in ex-warehouse quan~ 
tities is priced in various units. Thus, in the example given above, 
although the price is shown on a per hundred pounds basis, there is the 
package and less than package price. In the example, a package con- 
tained 500 sheets. « standard size of sheet for No. 7 bond is 17" x 22! 
and in one of the most common weights 500 sheets of this size would | 
weigh 20 lbs. Since papers are sold in different standard sheet sizes 
as well as in different substance weights, the weight of a 500 sheet 
package is variable and the pricing system used makes provision for 
such variations. 


4 wooden case is used for packing certain coated papers and the 
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merchants' pricing system sets a price for this paper on a per cwt. 
basis for units of less than 500 sheets, 500 sheets, one case 
(approximately 500 lbs.) and four cases, 


Another important matter dealt with in the pricing structure 
is that of assortments, It has been arranged in the various sections 
of the C,P.T.A. that a buyer may make up the quantities necessary to 
obtain certain discounts by combining or "assorting" different kinds 
or variations of paper, One such regulation, effective in the Ontario 
Sub-Section in 1948, referred to the 250 lb, price for bond, ledger and 
writing papers: 


250 LB, Shall apply to sales of two hundred and fifty 

PRICE pounds and over which may be assorted as to 
grades, sizes, weights, colours and finishes; 
no fraction lots to be included unless accom- 
panied by a full package of the same item. 


(HOT 34-1-66) 


When giving oral evidence, several witnesses stated that the 
work performed by Hodder & Moffitt in preparation of price schedules 
was purely clerical, but admitted that the results were used by them 
in the preparation of their printer's price lists, Evidence to this 
effect was given by K, M. Hunter, formerly secretary-treasurer of 
Buntin-Reid, a large merchant firm, and at the time of the hearings, 
its president: 


"A, Hodder and Moffitt do the clerical work on it and 
we accept their figures, as I see it. 


Q. It requires no action on your part to produce the 
resale price which you are then going to use in’ 
your own business? 


A. We leave it to him to do that work, That is what 
it amounts to, 


Q. Why are you prepared to accept the prices that Hodder 
and Moffitt send you? 


A, Why are we? It has been done for years back by my 
predecessors, and I have just carried on what has been 
established." 


(Evidence, pp. 147-9) 
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Evidence with respect to use by Barber-Ellis of Hodder & 
Moffitt price information was given by K, M. Murphy, assistant general 
manager of Barber-Ellis of Canada, its former sales director and one- 
time manager of its Winnipeg subsidiary: 


"Q. Then, we will move from the west to the east for awhile; 
What was the practice, so far as preparing price lists 
of the Toronto company, the Ontario company? Do they 
also get schedules from Hodder & Moffitt? 


A. Yes, 


Q. And do they follow those schedules in preparing price 
lists? 


A. Yes, 
Q. Are there any deviations at all from the items covered 
in the Hodder & Moffitt schedules? 


A. Idon't think so, I think that Hodder and Moffitt 
schedule covers all the jitems we list. 


Q. So that so far as Toronto is concerned, it is just a 
question of copying the Hodder and Moffitt schedule? 


A. Yes. 


Q. And what about the other houses, the other merchants, 
members of the Ontario subsection; do they do the same 
thing? 


A. Idon't know, I imagine they do, but I don't know, 
I know what we do, We get the Hodder and Moffitt 
sheet in our office, and we then prepare our own~ 
prices, using our own names and set-up, Then we 
issue our own prices, as quickly as possible. Some 
houses get them out faster, and some do not, Some 
do not issue this list, possibly -- but I imagine 
they do, But I do not know, 


Q. Do you know of any fine paper merchant in Cntario who 
does not follow the Hodder and Moffitt schedule? 


4, Not in producing a list." 
(Evidence, pp. 3%,7) 
R, C, Denver, vice-president and sales manager of McFarlane Son 


& Hodgson, an important Montreal merchant, gave evidence concerning the 
use of prices issued by Hodder & Moffitt: 
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"Q,. Had you prepared your price lists from the Hodder and 
Moffitt schedules? 


A, That is right. 

Q. You follow them exactly, so far as --- 
A. Yes, exactly. 
Q 


. And you follow your own price lists then, in actual 
practice? 


A, Yes, that is right. 


Q. You do not give special prices to anybody, not 
appearing on those price lists? 


A. No, we did until a year or so ago; but the overhead 
became so heavy that we just had to discontime those 
practices. 


Q. When you say you were doing it until a year ago, what 
type of accounts did you give it to? 


A. The arrangements had contimed beyond my time. They 
would get an extra 5 per cent, or something like that, 
periodically. 


Q. Those would be special accounts? 


A, A few accounts; I don't know who started the arrange- 
ment." 


(Evidence, pp. 2089-90) 


It may be true that a certain part of the work of preparation 
of sheets for the Hodder & Moffitt Schedule which was done in that firm's 
office either by Mr, Moffitt or under his direction was of a clerical or 
routine type. The routine lay in working out the application of an agreed 
common policy. In the preparation of the sheets careful attention was 
paid to changes in mill price and to established or new practice as it 
had been decided at meetings of the merchants. The Hodder & Moffitt. 
Schedule was an essential document for use by the merchants in fulfill- 
ing their understandings with each other to sell at common prices and 
under standard conditions of sale, Every C.P.T.A. member in eastern 
Canada was supplied with one or more copies of each schedule sheet as 
it was published and the Hodder & Moffitt Schedule as a whole was e@ 
standard book of reference to each and every one of them, 


Merchants' pricing practices in eastern Canada as in effect 
in 1948 and later were the result of arrangements that in some cases 
were of long standing, However, particular subjects were, of course, 
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brought up for review or modification from time to time. 


There have been differences in detail between the regulations 
effective in the Quebec Sub-Section and the Ontario Sub-Section. As these 
differences have been such as to affect prices charged, the territorial 
division between the two parts of the Central Section has been carefully 
defined. Sheet No. 164B of the Hodder & Moffitt Schedule, effective in 
1948, said: 


"DIVISION OF Central Section territory shall be divided 
TERRITORY by a line running north from Kingston, 
passing through Sharbot Lake. 


‘Quebec' shall be understood to mean the 
territory lying east of this line, includ- 
ing Carleton Place and Pembroke, 


‘Ontario shall be understood to mean the 
territory lying west of this line, includ 
ing Kingston. 


(HOT 34~1~33) 


The evidence obtained during the investigation shows that some of the 
rules and regulations in effect in the Central Section of the C.P.T.A, 
which were codified and embodied in the Hodder & Moffitt Schedule had 
been in effect for many years, 


On April 17, 1933 Mr. Moffitt sent the chairman of the Montrea} 
group "a copy of the draft of regulations" (JBR 40-31). The draft regulae 
tions were fourteen pages in length and were made up of 124 separately 
numbered sections. These sections included detailed regulations on such 
matters as warehouse quantities, direct mill Shipments, quantity prices, 
returns, net cesh prices, free delivery points and freight equalization 
points. In addition, specific prices for certain papers were listed, 

The draft regulations of 1933 bear many marks of similarity with the 
regulations in effect in 1948, For example, the draft regulation of 
1933 covering "Division of Territory" was covered in exactly the same 
words as those quoted above. 


The 19355 draft regulations were apparently adopted after 
amendment. On November 25, 1933 the Executive Board of the C.P.T.A. 
“approved preparation of loose leaf booklet listing Trade Regulations 
adopted by the Central Section" (JHR 40-2-3), 


In a letter dated September 27, 1935, which he sent to Central 
and Maritime Section members, Mr. Moffitt said: 


“ . + » the last complete set of suggested resale 
price sheets was issued in 1930... 


(THR 35-39) 
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In November 1935 the mills announced a change in priees and 
this involved the Central Section members getting their paper on a 
delivered price basis rather than on an f,o.b, mill basis. On Novembay 
27 Mr. Moffitt wrote the Central Section members saying: 


" e e e 

No action will be taken to prepare and issue revised 
sheets from this office until the matter has been con- 
sidered on Monday next. The mark-up schedule which has 
been in effect for some years for basing resale prices was 
constructed to deal with papers supplied to merchants on 
f,o,b, mill basis, and for the purpose of determining the 
laid down cost provision was made for an addition of 50¢ 
per cwt, before mark-ups are applied. On this basis the 
merchant enjoyed a margin on the up-charge for freight. 
To apply the present rates of mark-up directly to the new 
delivered prices will mean that the margin on freight 
previously enjoyed will be eliminated, unless some com- 
pensating provision can be made in the mark-up schedule. 


A study of the situation will reveal that this is a 
matter of much concern to every merchant and that some 
decision must be made in this regard before the corrected 
suggested resale prices can be prepared for use of mem- 
bers." 


(JBR 35-24) 


A letter from Mr, Moffitt to Central Section members, dated 
December 2, 1935, said: 


"In accordance with the decision reached at to-day's 
meeting, revised suggested resale prices will be issued 
to the members as follows: 


Uncoated Book papers, bonds, ledgers, writings, mimeo- 
graphs ,- 


To become effective Wednesday, 4th*instant, 
and to be mailed from this office Tuesday 
evening, 


All other lines,- To become effective Monday 16th | 
instant, and to be mailed from this office | 
Saturday afternoon, : é' 


In basing resale prices of lines supplied to the Merchant 
at delivered prices, a handling charge of 25¢ per cwt. to 4 
be added into cost before figuring mark-ups. 


*0n this circular letter, found in the files of J. B. Rolland, 
"Wednesday, 4th" was overwritten with the words "Thursday 5th", 
(JBR 35-20) 
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The 25¢ item mentioned in Mr. Moffitt's letter is to be found in the 
pages of the "Classification of Grades and Mark-Up Schedule" in effect 
in 1948 as quoted in Table XI, 


. Various other notices of changes in price or regulation were 
sent to Central Section members at about the same time. On December 23, 
1935 Mr. Moffitt wrote the Central Section members: 


"In connection with the loose-leaf sheets listing sug- 
gested resale prices and selling regulations, it has been 
thought advisable, in view of the number of changes which 

_ have had to be made in the interim, to list herewith the 
numbers and dates of the current sheets that should be re- 
tained in your file, 


It will be appreciated if you will check through the sheets 
you now have, eliminating those that have teen cancelled by 
later issues and writing this office for any sheets which 
may be missing, 


Revised copy of the classification of grades and mark-up 
Schedule, incorporating changes recently adopted, will be 
issued later," 


(JBR 35-10) 


No record was found of the first organized use by the merchants 
of a common "Classification of Grades and Mark-Up Schedule® during the 
investigation, but apparently such a schedule was being used in 1934 and 
before. In February 1934 the C.P.T.A. elected a committee "to direct a 
survey among a representative mimber of member-firms, for the purpose of 
developing data essential to a proper study of selling structures; to 
proceed to an examination of the resale base presently employed, and to 
recommend revisions as deemed expedient, in connection therewith", The 
following quotation is from a report prepared under date of November 7, 
1934 for the signature of the committee's chairman: 

" 


- - » The Committee are of the opinion that the present 


Merchant's classification of grades and mark-up should 
be revised . .. 


Ex-warehouse Selling Structure 


Ordinary Covers 
1000 1b, lots 23% 30% 
250 1b. lots 35% 45% 
Full Package 50% 65% 


Less Packace (as at present) 
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The cost basis to which markeups are to be added are - 
the Mill base price, less whatever discounts apply 
(except quantity), plus freight at 50¢ per ewt. (This 
freight allowance applying in Ontario and Quebec.) 


(HOM 5-10) 


The "Classification of Grades and Mark-Up Schedule" in effect 
when wartime price ceilings were established in 1941 had apparently 
reached its final published form by Decemver 13, 1938. The basic rates 
of mark-up for bond, ledger, writing, mimeograph, book, offset, tariff 
and several other papers then in effect were 23 per cent, 35 per cent 
and 50 per cent, as above indicated. However, whereas for bond, ledger, 
writing and mimeograph papers the 35 per cent rate applied on sales of 
between 250 and 1000 lbs. and the 23 per cent rate on sales of over 
1000 lbs., for book, offset and tariff papers the 35 per cent rate was 
effective on sales of between 500 and 2000 lbs. and the 23 per cent 
rate on sales of over 2000 lbs. (HOP 36-1-138 to 140). 


A Central Section meeting was called for October 20, 1941 and 
the agenda, dated October 10, 1941, included the following: 


Lh 


Classification of Grades and Mark-yps: Review of schedule. 


ui 


e e e 


(CRY 23-14) - 
iinutes for the meeting say: 


i 
ee ¢® @ 


IZGISIATZON At the outset, reference was made to the price 
and wage stabilization programme, as announced 
by the Prime Ilinister in his radio address of 
October 18th. 


The concensus was that if decisions were taken, 
no action, to implement the decision, could 
follow on several items listed on the agenda 
for consideration, until the Order-in-Council 
is issued making known the regulations to be 
imposed. 


AGENDA For reasons already mentioned, the following 
TEMS items listed on the agenda were left over for 
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later consideration. 


Classification of Grades and Mark-ups ; 
Review of Schedule. eo © @ 


(BARK 32-8) 


There was a Central Section meeting on March 25, 1943 at which 
the principal piece of business seems to have been the consideration of 
@ plan under which the preliminary work arising with respect to pricing 
any class of fine paper would be the responsibility of a particular come 
mittee. In this respect the minutes of the March 25 meeting say: 


COMMODITY The following recommendation for conducting 

COMMITTERS the business of the Central Section and of 
the two Sub-Sections was submitted for con- 
sideration: 


le Separate commodity committees should be 
established for Ontario and for Quebec with 
the same committees from each Sub-Section 
forming the commodity committee, under joint 
chairmanship, for the Central Section. 


2. The function of the commodity committees 
would be to study, discuss and make recommen=- 
dations with respect to the different classes 
and types of paper coming under their juris- 
diction, the local commodity committees re- 
porting back to the Sub-Sections and the joint 
committee reporting back to the Central Section. 


3- Membership of the committees should be kept 
as small as possible for more efficient func- 
tioning and membership could be made up either 
by appointment or by self-election. 


4. The committees to be set up might be 


te Bonds, Ledgers and Writing Papers; 

(b) Stationery Papers, Typewriter Papers 
and Cut Stock; 

" Uncoated Book Papers; 

ad) Coated Book Papers; 

e) Bristols and Cover Papers; 

(f) Blotting Papers, Gummed Papers and 

Sundries. 
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Motion was duly moved, seconded and carried 
unanimously: 


That the recommendation as submitted he 
approved and adopted, to become effect- 
ive forthwith; and that the Sub-Sections 
take necessary action to conform to and 
implement the conditions applicable 
therein, 


The Quebec Sub-Section was requested to deter- 
mine the number of Committees to be set up and 
the groupings of papers covered by each. 


(MCF 11-44) 


Six commodity committees were set up in the Quebec Sub-Section at its 
meeting of April 7, 1943 and similar commodity committees were estab- 
lished by the Ontario Sub-Section at its meeting of ‘April 13, 1943. 
With changes being made from time to time in the number of committees 
set up to cover all the various classes of fine papers, the commodity 
committee method of operation was in force in the Central Section of 
the C.P.T.A, and its two sub-sections from April 1943 onward. A Central 
Section commodity committee covering a particular group of fine papers 
was sometimes referred to as a Joint Commodity Committee and apparently 
such joint committees were composed of the members of the appropriate 
commodity committees in the sub-sections, 


On April 3, 1947, this being one day after all price controls, 
insofar as the business of wholesaling fine papers was concerned, were 
removed, Ivan Moffitt sent a letter to the members of the Central Section 
which included the following: 


"A meeting of the Central Section is being called for 
Wednesday morning, April 16th, at 10:00 o'clock in Salon 
'B' of the Windsor Hotel, Montreal. 


2. Classification of Grades - confirmation of 
draft schedule, 


(JNP 15-3) 
A total of twelve pages of draft schedules and related descriptive material 
was attached to this letter. The first of these pages was dated April 3, 
1947 and included the following: 


"Changes of mill conditions made from time to time have 
affected details in the Basing of ex-warehouse resale 
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prices, While these have been taken into account, no 
revision of the mark-up schedule has been made to in- 
corporate the changes during the past ten years or more; 
some details are uncertain or perhaps confused. 

1] 


e e e 


(JNP 15-3a) 


Further reference to this meeting does not appear in the records of the 
Central Section available in the inquiry and it is not possible, there- 
fore, to describe the manner in which any changes made in the arrange- 
ments were eventually worked out. 


Apparently final decision as to the adoption of the suggest- 
ions made rested with each of the sub-sections of the Central Section, 
Each of the commodity committees above mentioned was set up to consider 
problems relating to a particular list of fine papers and to make recom- 
mendations to the main sub-section group. Available records show that 
at least five of the six Quebec Sub-Section commodity committees had 
meetings in late April 1947. The following quotation is from the 


mimutes for the "Bonds, Ledgers and Writing Papers Commodity Committee" 
meeting of April 28: 


CLASSIFICATION Recommendation is to be submitted to the 

OF GRADES next meeting of the Quebec Sub-Section 
that the draft circularized to the members 
under date of April 3rd as to the Classifi- 
cation of Grades, etc., insofar as it re- 
lates to Bonds, Ledgers and Writing Papers 
be adopted, with higher adjustments to pre- 
vail. 


° °@ an (FRC 12-11) 
At least four of the other five commodity committees of the sub-section 


made similar recommendations. On May 1, 1947 the Quebec Sub-Section 
reviewed the committees! reports and the minutes say: 


CLASS IF IC - Reconmendations of each of the Commodity 
ATION OF Committees that the draft circularized to 
GRADES the members under date of April 3rd as to 


Classification of Grades, etc., and the 
change in the units of Gummed Papers be 
adopted were approved to take effect immed- 
jiately. 


(LIT 7-44) 
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Presumably some similar action was taken in the Ontario Sub-Section, 
since the new mark-up schedule also became effective in that sub- 
section. 


The "Classification of Grades and Mark-Up Schedule” sheets 
included in the Hodder & Moffitt Schedule as in use in late 1948 and 
early 1949 show that some changes in rates of mark-up had been made 
since 1938. Thus, while in 1938 the merchants! mark-up on certain 
book papers was, after cost had been calculated in the epproved way, 

35 per cent on sales of 500 to 2000 lbs., in 1948 the 35 per cent 

rate of mark-up only covered sales of between 500 and 1000 lbs. and 

the rate was 25 per cent on sales between 1000 and 2000 lbs. In 1948 

as in 1938 the basic mark-up on uncoated bristol boards was 50 per cent, 
but in 1948 the maximim quantity discount of 20 per cent was given on a 
sale of 20,000 sheets, whereas in 1938 the 20 per cent discount did not 
apply on less than 25,000 sheeets. While these two examples illustrate 
lower rates of mark-up, the rate on coated book, litho and cover papers 
increased from 25 per cent on sales of one case (approximately 500 lbs.) 
in 1938 te 35 per cent in 1948, In this context it may be pointed out 
that there had in the intervening years been a number of changes in the 
arrangements between the mills and the merchants with respect to margins 
on direct mill shipment sales made by the merchants and because of the 
revisions made under these arrangements, changes in the rates of mark- 
up used by the mrchants on ex-warehouse sales sometimes followed. The 
various changes in the rates of mark-up and in the quantities of paper 
on which the rates apply illustrate that this matter, which was funda- 
mental to the pricing system, was subject to periodic joint decision and 
revision and it was not merely a matter of individual firms adopting long. 
established rules, That the matter was subject to such periodic review 
is also indicated in a letter written by T. Havill, who had played a 
prominent part in C.P.T.A. affairs for years, to Mr, Moffitt on April 
17, 1950 as follows: 


"IT have your letter regarding annual meeting and Mr. 
Murphy's views, I am inclined to agree with a postpone- 
ment if there is nothing important to discuss, but I think 
the Merchants are fast getting to the point with increased 
costs where they will have to discuss markups. Rents in 
this district have doubled in the past year, wages are up 
sharply and all other operating costs, to where the net 
profit on sales in the paper business is ridiculous when 
compared to other trades. 


I do not know how the tied houses view the matter but 
I am sure that the independents are quite concerned, The 
present sales volume may not keep up and if it drops much, 
quite a few will find themselves in hot water. My opinion 
is that we should study the matter now and if a new spread 
is decided on, it should go into effect with the next price 
change." 


(HOT 50-2) 
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(1) Ontario SubSection of Central Section, C,P.T.A. 


The members of this group, besides being parties to important 
arrangements within the Central Section of the C.P.T.A., have also, as 
members of the Ontario Sub-Section, made arrangements relating to the 
control of the fine paper trade within their own "Ontario Territory", 
Details of mombership in the Ontario Sub-Section are set out in Table 
KX. Since 1927 Ivan Moffitt has been the sub-section's secretary, 
although on occasion the anmal appointment of a secretary was made in 
the name of Hodder & Moffitt. 


By 1934 the Cntario merchants were making use of pricing 
material available to them from Mr. Moffitt's office. In that year 
the Ontario group formed what became known as the Ontario Fine Paper 
Council, The only difference between the Ontario Fine Paper Council 
and the Ontario Sub-Section, insofar as membership was concerned, was 
that Wilson-Munroe, which was not then a C.P.T.A. member, was associated 
with the Ontario Fine Paper Cauncil from its inception. In evidence, 
Mr. Moffitt said of the Ontario Fine Paper Council, "It was simply the 
name applied to the Ontario subsection for a limited period of time" 
(Evidence, pp. 63,4). 


Tkere is no record in the evidence available of the discuss- 
ions that presumably took place before the formation of the Ontario 
Fine Paper Council, Only one copy of the "arrangemert*® was found and 
that had apparently been sent on January 10, 1935 to C. H. McFarlane 
of McFarlane Son & Hodgson by Mr. Moffitt. Im his covering letter Mr. 
Moffitt said: 


"Enclosed is a copy of the arrangement undertaken by 
the merchants who are members of the Ontario Fine Paper 
Council and comprise all houses in Ontario, with the ex- 
ception of the E, B. Eddy Company, Limited, distributing 
paper. 


The purpose of the deposits is to give a greater measure 
of assurance that the arrangement will be permanent for 

a fixed period at least, Prior to the end of November 
the attitude was somewhat general that all houses hesi- 
tated to withdraw special conditions being granted, for 
the reason that they felt such uniform conditions might 
be broken down at any time by some other house with the 
same customer. As you will note, there is no provision 
for anything in the nature of a fine or a penalty in this 
arrangement," 


(MCF 16-1A) 


The full text of the Ontario Fine Paper Council (OsBsPec.} 
arrangement of November 29, 1934 was as follows: 


"No, 1 
ORGAN IZAT ION 


No, 2 
PERIOD OF 
ARRANGE ME NT 


No, 3 
LINES COVERED 


No, 4 
REGULAT IONS 
SCHEDULES 


No, 5 
ADHERENCE TO 
REGULAT IONS 


No, 6 

SPECIAL OR 
EXTRAORD INARY 
COND IT IONS 


No. 7 
EX-WAREHOUSE 
SALES 


No, 8 

UNF ILIED 
ORDERS OR 
CONTRACTS 


That Fine Paper Merchants located in the 
Province of Ontario form and become mem- 
bers of an organization to be know as 
‘Ontario Fine Paper Council’. 


That an arrangement be entered into for a 
period of two years from December lst, 1934, 
as hereinafter provided, 


That this arrangement shall cover sales 
made to purchasers and for delivery within 
the Province of Ontario, of printing papers 
and kindred lines, but excluding envelopes, 
wrapping papers, book binders! supplies and 
stationery lines, 


That the regulations of the Central Section 
of the Canadian Paper Trade Association re= 
specting sales and the price schedule thereto 
are hereby incorporated as part and parcel of 
the arrargements herein set forth. 


That, notwithstanding any arrangement to the 
contrary or any deviations from this principle 
that may have taken place, each member agrees 
to not directly or indirectly make any pro- 
posal or bargain, nor do any act that would 
influence any sale or sales contrary to the 
accepted regulations, trade customs and 
schedules, 


That the Secretary, with the consent of the 
Advisory Committee, may grant permission to 
any member to deviate from the provisions 
herein contained for the purpose of meeting 
special or extraordinary conditions. 


That with respect to ex-warehouse sales each 
member agrees, on and after December lst, 1934, 
to enforce and maintain strictly all regulat- 
ions, trade customs and schedules applying 
thereto already mutually agreed upon or that 
may later be adopted by mtual agreement, due 
provision being made for unfilled orders or 
contracts, — 


That all bona fide orders or contracts re- 
quiring delivery to be made after November 
30th, 1934, which in any particular do not 
conform to the accepted regulations, trade 
customs or schedules, shall be recorded with 
the Secretary, stating items, prices, and the 


No. 10 
SFECIAL 
CONDITIONS ON 
MILL SHIP~ 
MENT SA IES 


No. 11 
DEVIATIONS 

GF MILL SHIP- 
MENT SA IES 


No. 12 
RES PONS IBILITY 


No. 13 
JOB Los 


No. UY 
ADVISRY 
COMMITTEE 
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date on which commitment was made. Any such 
order or contract undertaken since October 
ist, 1934, shall be considered to constitute 
& breach of ethics. 


That with respect to direct mill shipment sales 
each member agrees, on and after December 1st, 
1934, to enforce strictly all regulations, trade 
customs and schedules as now in force or as 
amended from time to time by the Canadian Mills, 
due provision being made for unfilled orders or 
contracts. 


That all orders or contracts, now or in the 

future, for the supply of which the Canadian 
manufacturer grants special conditions to meet 
foreign competition and retain the business for 

the domestic producer, but on which the merchant 
receives the regular rate of mark-up or commission, 
shall be recorded in confidence with the Secretary. 


That deviation from the regulations, trade customs 
and schedules applying to mill shipment sales, 
other than as hereinbefore provided, shall not be 
made without the consent of the members first 
having been given, and particulars of such 
deviation shall be recorded by the Secretary 

and made available to the entire membership. 


That, in respect of this arrangement, each 
member accepts full responsibility for the 
acts of his employees, agents and representatives. 


That prior to November 30th, 1934, each member 
shall file with the Secretary complete lists 

of job and odd lots then on hand, stating the 
selling prices, copies of which shall be issued 
to the membership. On and after December ist, 
1934, each member shall file with the Secretary 
details of all additional job or odd lots before 
such are offered on the market, copies of which 
shall be issued to the membership. 


That a Committee of three members shall be 
elected to act in advisory capacity to the 
Secretary on conditions arising from the 
operation of this arrangement, and, if 
deemed expedient, to confer with a member 
or members said to be involved in such con= 
ditions. 


No, 15 
SECRET ARY 


No, 16 
AUDIT 


No. 17 
CONSENT OF 
MEMBERS 


No, 18 

INF ORMAT ION 
TREATED IN 

CONF IDENCE 
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That Ivan Moffitt be appointed Secretary at a 
fee of $3,000.00, such fee to be payable on an 
annual basis or for the period of the arrange- 
ment should such arrangement be terminated 
before November 30th, 1935. He shall provide 
satisfactory facilities for the purpose of 
conducting a systematic avdit of the sales 
records of the members in those lines covered 
by this arrangement. He shall have complete 
control of the audit system, He shall be 
authorized to report direct to meetings of 
this Council particulars of infractions dis- 
closed by the audit. He shall be given auth- 
ority to interview any member at any time 
respecting irregular practices in which such 
member may be said to be involved, 


That the auditor, whose services are retained 
by the Secretary, shall receive instructions 
from and report results of his investigations 
to the Secretary. He shall make a systematic 
examination of the sales records of each member 
in the lines covered by the arrangement, for 
which purpose he shall be granted access to 
sales invoices, orders (house record and 
customer's) and delivery slips. In addition, 
upon submitting the names of accounts to be 
examined to a responsible representative of 
the member-firm for consent, he shall be 
granted access to whatever other books of 
record and documentary evidence he may con- 
sider necessary to a proper investigation, 

He shall be authorized to make inquiry with 
respect to apparent errors or irregularities 
in completing an investigation. 


That each momber agrees he will mot unduly 
withhold consent to requests made by the 
auditor to proceed with examination of accounts. 
To facilitate the audit each member shall ad- 
vise the Secretary, in writing, the names of 
two representatives of his firm who are em- 
powered to give such consent, 


That in conducting the audit, the Secretary 
and his representatives shall respect the 
confidence of the members, and that no infor- 
mation which may come to their notice with 
respect to the business carried on by any of 
the members will be divulged to any other per- 
son whatsoever, except as hereinbefore men- 
tioned. ) 


No, 19 
DEPO Is 


No. 20 
MONEYS HELD 
IN TRUST 


No, 21 
BONDING OF 
SECRET ARY 


No, 22 
DEDUCTION OF 
UNPAID 
ASSESSMENTS 


No, 23 
WITHDRAWALS 


That each member shall deposit on or before 
November 30th, 1934, an amount equal to one- 
quarter of one per cent, of the Company's 
annual sales, the basis for which shall be 
double the amount of sales made during the 
first six months of 1934; and shall deposit 
monthly thereafter an amount equal to one- 
half of one per cent, of the previous month's 
sales, payable on or before the tenth day of 
the next succeeding month, until the amount 
on deposit to the credit of the company shall 
equal one-half of one per cent, of the annual 
sales of such company or five hundred dollars, 
whichever may be the greater, and shall be 
maintained at that level, 


That all moneys paid in shall be held in trust 

by the Secretary for the company making such 
payment and shall be returnable to them at the 
expiration of the arrangement, subject, however, 
to any assessment of operating expenses that may 
have been issued and remain unpaid, 


That the Secretary do furnish a fidelity bond 
in an amount at least equal to the amount of 
the moneys herein referred to on deposit with 
him, which bond shall be in fawur of the 
Chairman of the Advisory Committee, referred 
to in paragraph 14, 


That in the event assessments for operating 
expenses are not paid within a period of 
sixty days, the Secretary shall have the 
right to deduct the amount from the Company's 
deposit, 


Thet should a member withdraw from the Council 
before the expiration of the period provided for 
in this arrangement, and continue to carry on in 
his usual business, any funds deposited by him 
and held in trust by the Council shall be for- 
feited by him and held for such disposition as 
the Council deem desirable, except as stated 
hereunder: 


That this arrangement shall be subject to review 
on the first Tuesday in June, 1935, at which time 
any member may withdraw without notice and shall 
receive his deposit in full, less his proportion 
of the Secretary's fee as provided for in para- 
graph 15. Should no motion of withdrawal be 

made by any member on June 1st, 1935, the 
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arrangement shall be continued until the ex- 
piration date provided in paragraph 2, and 
no member shall have the right to withdraw 
therefrom except as hereinbefore provided. 


No, 24 That a monthly assessment shall be made on 

ASSESSMENTS the members to cover the Secretary's fee in 
the same proportion as the deposit made by 
each member bears to the total,” 


(MCF 16-24) 


This arrangement is obviously one by which the merchants who 
were parties to it hoped to bring about a more effective observance of 
their prior agreements, Sections 4 and 7 clearly refer to such agree- 
ments. 


At some time prior to December 15, 1942, possibly when Wilson- 
Manroe rejoined the C.P.T.A, in 1936, the name "Ontario Fine Paper Council" 
went out of use, At an Ontario Sub-Section meeting held that day, the 
"Arrangement" was discussed and the minutes say: 
av 


Consideration was given to the Ontario Sub-Section Arrange- 
ment, which has been in operation by annual renewals for a 
period of eight years, It was contended that while the 
arrangement had maintained a most desirable measure of 
stabilization in the market, indications of agreed upon con- 
ditions being not fully observed had become evident which 
would prove damaging if continued. It was agreed that each 
one would examine carefully his own operations and would 
immediately correct any irregular practices, no matter how 
slight, that might be disclosed. 


On regular motion, carried unanimously, the operating agree- 
ment of the Ontario Sub-Section was renewed for a period of 
twelve months from January 1, 1943. 


(Secretary's Note: The concurrence of Buntin Gillies & Co, 
Ltd. had been received, ) 


tt 


(FNE 13-6) 


The 1934 arrangement was apparently renewed annually until 
it was superseded on January 23, 1947. The new agreement, adoption of 
which was then carried unanimously, read as follows: 
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"OPERATING AGREEMENT 
OF 
ONTARIO SUB-SECT ION 
RES OLVED : 


That the Operating Agreement of the Ontario Sub-Section is 
hereby adopted as follows for a period of one year from 
January ist, 1947, and thereafter subject to review and re- 
newal from time to time for such periods that may be fixed 
by a majority decision of the members, Any agreement or 
arrangement formerly in force is hereby superseded and 
revoked, 


A Chairman of the Sub-Section shall be elected who shall pre- 
side at all meetings of the Sub-Gection and exercise a general 
supervision over the affairs of the Sub-Section, He shall 
perform such other customary duties as are incident to the 
office of Chairman, 


Five Commodity Committees on the following groupings of papers 
shall be formed, and a Chairman elected to each: 


te Bonds, Ledgers and Writings (including Cut Stock); 

(b) Uncoated Book Papers (including Newsprint); 

(c) Coated Papers; 

(a) Cardboards, Cover Papers, Blotting Papers; 

(e) Tag Boards and Miscellaneous Boards, Gummed’ 
Papers, Converted and Sundry Items, 


An Advisory Committee of three members shall be elected to act 
in advisory capacity to the Secretary on conditions arising 
from the operation of this Agreement. 


The Chairman of the Sub-Section and the Chairmen of the 
Commodity Committees and the Advisory Committee shall be 
elected by majority vote of the members at the time of the 
adoption of this Agreement and renewals thereof, 


A Secretary shall be appointed and remuneration for such ser- 
vices shall be fixed at the time of the adoption of this 
Agreement and renewals thereof. The duties.of the Secretary 
shall be determined from time to time by a majority vote of 
the members. 


A member may withdraw from the Agreement upon giving sixty 
days prior notice in writing to the Secretary." 


(WIL 3-126) 


Although the various officers called for under this agreement were elected 
at meetings held on Jamary 22, 1948 and January 13, 1949, the minutea of 


KANAC OC 
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those meetings do not make any reference to the renewal of the "operating 
agreement". The deposits called for by Section 19 of the 1934 arrangement 
were made and were held by the secretary throughout its life. Apparently 
no charge or assessment was ever made against them and they were returned 
in early 1947, after the adoption of the new "operating agreement" 

(FHP 2-14), In spite of the change in form between the "operating 
agreement” and the Ontario Fine Paper Council "arrangement" previously 

in effect, it appears that the Ontario group continued to operate in 
substantially the same manner under the new, as under the old, constitu- 
tion. 


The merchant members of the Ontario Sub-Section have used the 
Hodder & Moffitt Schedule &s a basis for the preparation of their price 
lists. Many of the rules, regulations and pricing practices incorporated 
in it in the post-war years had their inception years ago, some of them 
going back in origin to at least 1933, as is illustrated earlier in this 
chapter. One result of this is that in the more recent years for which 
records are available, the group's discussions on such matters have 
tended to relate to questions of detail and refinement. The outcome of 
these discussions has ordinarily been that some rule or regulation has 
been drawn up to establish a standard practice with respect to the pare 
ticular problem that has arisen. Examples of such matters, as indicated 
by documents in ewidence, are given hereafter. 


An Ontario Sub-Section meeting held on Jamuary 7, 1941 con- 
cerned itself with offset paper and the minutes say: 
+] 
e682 6@ 
It was agreed that revisions necessitated by the change in rate 
of upcharge for fancy finishing, as announced by the mills, 
should be issued and made effective immediately. 


" 
o @ 6 


(FNE 15-191) 


On January 9 Mr. Moffitt followed this up with a letter to Ontario Sub— 
Section members in which he said: 


"Replacement sheets for the schedule are enclosed 
herewith which contain revised prices on Fancy Finish 
Offset Papers in ex-warehouse quantities and direct mill 
shipment quantities. Y 


It is recommended that these revised prices be made 
effective immediately. 


Resale sheets are also enclosed covering Rolland 
Duplicating, a new line recently announced by the mill." 


(FHP 10-1) 


The area around Toronto within which delivery without extra 
charge could bo made was dealt with at the February 11 meeting: 


SURBURBAN The Toronto area within which deliveries may 

DELIVERIES be made free wag defined as bounded by Long 
Branch, Weston, Lansing and Scarboro Junction; 
these points coming within the zone, 


(FNE 15-190) 


A point not previously covered by regulation was taken up 
Mr, Moffitt with Fine Papers Limited on February 10, 1941 (FNE 15-175 
and agreement within the whole group was reached at the March 25 meeting: 


w 


It was agreed that in publishing any selling price on an 
5 Imported Line not carried in stock by the Merchant, the 
minimum quantity to which the price applies shall be 
stated, with the further notation that prices on smaller 
quantities will be given on application, 
iT 


(FNE 15-158) 


Minutes for the sub-section's meeting on March 4, 1941 include 
the following: 


ft 


COATED A revised schedule is to be issued on Coated 
BOARDS Boards, in line with the current Mill list, 
A ruling was adopted covering the application 
of the 4 bundle price, 


(FNE 15-152) 


An excerpt from the minutes of a meeting held on March 31, 1941 shows that 
there had been consultation between the Quebec and Ontario groups and that 
in this instance they did not entirely agree: 


~ “COATED Consideration was given to three proposals for 
BOARDS changes from the current schedule that were 
Sponsored and approved by the Merchants in 
Montreal, 


It was agreed to adopt net selling terms on 
Coated Boards, -effective April 15th, 


LiNAl Of 


Concurrence was expressed to revision of the 
price schedule for Montreal territory, under 
which resales for full package and less package 
quantities would be adjusted to the even 10¢ per 
100 sheets. 


It was decided to contime to allow assortment 
of grades on Coated Boards to qualify for the 

4, bundle and larger quantity prices, although 
Montreal proposal was for the price to apply 
to the quantity of one grade only, which might 
be assorted as to weights. The information 
obtainable was that the Mills in direct selling 
would permit assortment of grades," 


(FNE 15-148) 
A minute from those for the June 23, 1941 meeting shows how 


the matters brought up in the Ontario Sub-Section might be referred to 
the Central Section before any other action was taken: 


OFFSET It was decided to refer on to the next Central — 
PAPER Section meeting as a suggestion the proposal to 


establish a price for 4 assorted case lots of 
Offset only at a mark-up between the present 
1,000 1b. and 1 ton rates, 


(FNE 15-90) 


"Book Papers Ex Warehouse" were apparently discussed at the 
meeting of October 7, 1941, for the minutes say: 


On plain and coated grades of book papers, the publishéd one 
ton or four case warehouse list price shall be the minimum 
for sales of one ten and up of these grades delivered from 
warehouse stock, 


Specifically, on coated papers, the four assorted case lot 
unit price as published in the we rchant's warehouse price 
list, shall be the minimum applying to sales of one ton and 
over delivered from warehouse stock, 


On uncoated book papers, the one ton unit price as published 
in the merchant's price list shall be the minimum applying to 
sales of one ton and over delivered from warehouse stock; and . 
further, on any grade listed as packed in crates, the inclus- 
ive price shall apply to sales of such grade in unprotected 
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bundles delivered from warehouse stock, 


(FNE 15-41) 


In June 1944 a committee was appointed to draw up a freight 
equalization table showing rates "to be used in equalizing delivery 
charges on Toronto, Hamilton and London on shipments to points in these 
zones" (FNE 9-22), The committee's report was considered at a meeting 
held on September 12, 1944, which instructed the secretary to prepare a 
Simplified version of its memorandum, Minutes for the meeting of 
October 17, 19445 say: 


The revised list of freight equalization rates as submitted 
following the previous meeting was adopted, to become effec- 
tive upon notification by the Secretary. The rat2 listed 
for Kitchener is to be checked in the meantime, 


Messrs, Kerr (Fine Papers, London) and Naismith ‘Buntin 
Gillies, Hamilton) undertook to investigate the preparation 
of similar lists of equalization rates applying on shipments 
made from London and Hamilton, 


(FNE 9-17) 


Freight equalization had been a subject of regulation since 1933 and the 
figures for use by Toronto merchants were set out in sheet Number 166B 
of the Hodder & Moffitt Schedule when this inquiry started. 


A meeting was called for February 20, 1945 and item 2 on the 
agenda was: "Revised issue of resale schedule" (BGC 14-54). Minutes for 
this meeting included the following: 


W 


A draft for a revised schedule of regulations, as on record 
to the end of 1944, was reviewed. A few items no longer 
effective were deleted, and some other details were corrected, 


A complete replacement schedule will be issued incorporating 
all these regulations, bringing it in conformity with all 
decisions to this date. 


1 


(FNE 8-65) 


Certain schedule sheets incorporating rules and regulations that had been 
in effect for some time were published under date of February 20, 1945, 
Apparently there had been a significant omission in these sheets as a 
notice sent out on April 5 for a meeting to be held on April 10 included 
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as item 4 on the agenda: 


"4. Resale Regulations: Following two overlooked when 
draft of replacement schedule approved: 


(a) RESALE PRICES: On all standard lines the pub- 
lished warehouse resale prices shall apply 
regardless of any special price that may be 
granted by the mill to the merchant, except 
when permission because of special circum- 
stances may be granted by the Advisory Com- 
mittee to deviate from the regular list. 


(5/1/39). 


(b) MILL SHIPMENTS: In connection with supplying 
of accommodation lots from warehouse to cust- 
omers having on order mill shipment quantities 
which are not delivered within a reasonable 
limit of time, it was agreed that such lots 
should be priced not lower than the 1000 lb, 
or ton lot warehouse price list price. (4/5/37)." 


(BGC 14-37) 


Minutes for the meeting of April 10, 1945 say: 


n 


e se ® 


A notation with respect to application of resale prices, 
omitted in publication of the revised schedule, is to be 
added. 


it 


(WPL 3-11) 


Wartime price controls on fine papers continued in full effect 
until early 1947 when certain papers were decontrolled in January and 
the balance in April, Records of the Ontario Sub-Section show that during 
this period the members continued to come to agreement on matters of 
detail. An example of this concerns the "cutting" schedule, An entry 
in the minutes for a sub-section meeting held on October 17, 1946 says: 


Recommendation for revision of the Cutting Schedule, as 
submitted at the previous meeting, was approved, to become 
effective upon notification, 


(UPM 21-94) 


Sheet No. 154-B of the Hodder & Moffitt Schedule as in effect in late 1948 
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and early 1949 was dated January 14, 1947 and covered the "cutting charge 

schedule" for Ontario Territory. It replaced a sheet of similar number 

that had been dated February 20, 1945, this latter being the date of the 

general revision of the schedule. The sheet dated January 14, 1947 

showed considerable change in descriptive detail from its predecessor 

a the sprees shown involved increases of up to 100 per cent (HO 36-1-30; 
34- 1=3 ® 


Feice increases were made by the mills in nid-January 1947 under 
authorization of the Wartime Prices and Trade Board with respect to certain 
papers remaining subject to price ceilings and with respect to certain 
lines removed from price control. On January 15 an employee of Buntin 
Gillies in Hamilton wrote to another employee of the company: 


"Enclosed are new price book sheets showing the new 
advanced prices in effect today. There are still more of 
these and as soon as we receive the new prices from the 
association we will send you further new sheets." 


(BGC 2) 


Frice changes had been anticipated in the trade before this as is indicated 
by a letter written from Fine Papers (Toronto) to Fine Papers (London) on 
January 10: 


"There will be new prices in effect some time next 
week, 


Moffitt is working on the resale prices now. .« . 


(FNE 17-5) 


A letter written by K. MM. Hunter of Buntin Reid to Ivan Moffitt 
on May 5, 1947 illustrates observance by an important merchant of a regu- 
dation he disapproved: 


"Further to our letter of May lst regarding the 
Qnionskin, we have discussed the matter in our office 
and have reached the following decision. : 


Realizing the position it would put you in for us 
to publish prices on Broken Lots we are reprinting our 
price sheet eliminating this column and will not supply 
Broken Lots either alone or if accompanied by orders for 
Full Packages. 


However, we wish to have this matter re-opened at 
the first Central Section Meeting as we are definitely 
opposed to having one item in the entire Price List on 
a different setup than anything else and we will not 
issue a Frice List again without providing for Broken 
Quantities of White Onionskin the same as the Colours." 


(BRP 3-21) 
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Mimiates of the sub-section's meeting of October 23, 1947 include the 
following reference to "Onionskin": 


Opinion favoured the principle of broken lot quantities 
of White Sulphite Onionskin being made available as in 

other fine paper lines, This change to be implemented 

at a future opportune time. 


" 


(CPT 13-2) 


Merchants! price lists in effect in late 1948 show less than package 
prices for onionskin, 


On February 16, 1948, Provincial announced to its customers 
that it would "increase its prices for its products in varying amounts 
on March Ist" (HS 22-1). Although the other mills increased their prices 
at about this time, none other than Provincial announced the increase 
before March 1. On February 26 there was an Ontario Sub-Section meeting 
and D. W. Stoneham of Brown Bros. prepared a memorandum concerning cer- 
tain of the discussions, After commenting that those present thought 
that the other mills would increase their prices, he said: 


"The problems facing Paper Jobbers as a result of the 
Provincial Paper Co, announcement were mainly the pricing 
of ex-warehouse and ex-mill shipments, and the advice to 
customers of price increases, After a full discussion it 
was agreed by the member houses to continue to sell all ex- 
warehouse stocks at present prices up to the 15th March, or 
until such date as new prices can be announced and put into 
effect on the lines of all supplying mills, If all mills 
have not announced a general price increase by the 15th 
March, it was agreed that an emergency meeting should be 
called at that time to further discuss the situation. 


Mill shipments on Provincial lines will, of course , 
be booked as from the lst March at their new prices, and 
mill shipments on all other lines will contime to be booked 
at 'Price in effect at time of shipment’. 


In effect the decision regarding the sale and price of 
ex-warehouse stock means that we shall @ispose of stocks 
purchased at present cost at present selling prices, and if 
new stock is received at new prices it will obviously be 
held in stock for disposal after new selling prices have 
been announced, " 


(TAN 6) 


In a letter dated March 2, 1948 toT. J, Macabe, then the 
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president of Buntin Reid, K. M, Hunter said: 


- « « It was decided at the meeting last week that we 
Should not change our Warehouse Prices until such time as 
all the Mills have made their announcements and in the 
event that we did not have these all in by March 15th the 
matter would be reviewed then. 

i] 


(BRP 4) 


On March 11, 1948 K. W. Murphy of Barber-Ellis wrote to A. E, Nelson 
(Barber-Ellis, Winnipeg) Saying: ". . . at a meeting in Toronto today 
it was decided to make our new out-of-stock prices effective Thursday, 
March 18th . . ." (BET 72-2), 


In May and June 1948 the mills made another increase in prices 
with Rolland leading on May 20, On May 31 A. L. Naismith of Buntin 
Gillies wrote to his firm's Ottawa representative: 


"You have no doubt by this time received new price 
book sheets from Hodder & Moffitt on Bonds, Books, Ledgers, 
Writings, Covers, Bristols and Blotting Papers, in fact 
the main items on the list, Please note that these are 
not effective until June lst, 


nw 


(BGC 19-1) 


In this instance Hodder & Moffitt got some schedule sheets out with in- 
creased prices shown before the mill actually raised its prices, Thus, 
sheet Number 453, dated May 27, 1948, gave increased prices for direct 
mill shipment quantities on Provincial's "Thriftcoat" coated paper, 
‘Sheet Number 423 of the same date gave effect to increased prices on 
the same line insofar as ex-warehouse sales were concerned. Provincial 
didn't raise its price until Junc 15. At this time Howard Smith made a 
paper which sold at the same price as Provincial's Thriftcoat and the 
price of this brand of paper, sold under the trade name "Ensign", was 
increased with effective date of May 26. It seems that Hodder & Moffitt 
made an assumption that as Howard Smith and Rolland had increased their 
selling prices, Provincial would too and in the same amounts, 


: In 1948, as in other times, decisions were reached on various 
matters affecting the trade, Thus on June 17 the sub-section considered 
coated papers and, as the minutes say: 

at 


Reviewed extension of sizes and weights as recently annainced 
by the manvfa turers, and decided in the meantime to keep 
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within the following range of items in the various grades: 


(BRP 1-13) 
Sizes and weights for nine different types of coated paper were given, 


Qn December 20, 1948 Ivan Moffitt sent the members of the 
Ontario Sub-Section suggested resale prices for some odd sizes of 
coated seconds that were being offered by Alliance Paper Itills at 
$6.00 per cwt. (HO 20-1). 


Delivery service to all classes of accounts insofar as 
Toronto, Hamilton and London were concerned was the subject of 
detailed regulations which were carried on page 174B of the Hodder 
& Moffitt Schedule and which were originally related to wartime re= 
strictions. On January 13, 1949 at a sub-section meeting it was 
decided "the regulation of delivery service as now in effect at 
Toronto, London and Hamilton is to continue without change, subject 
to review upon request" (FHP 12-1). The minutes of the meeting do 
not record, as does a memorandum from the president of United Paper 
Mills to its London office, that at this meeting "a charge was laid 
against london Branch of United Paper Mills Limited that they are not 
adhering to regulations as set forth on sheet 174-B regarding London 
Territory" (UPM 12-1), After receiving a report from the London office, 
W. G. Finlay, president of United Paper Mills, wrote back to the London 
office saying: 


We personally tried to have the whole regulation 
canned in Toronto, Hamilton and London, but were un- 
successful in our arguments and unfortunately the 
regulation will have to stand for another few months 
until someone else brings it up again, but on the other 
hand you in london may be able to work something out 
amongst yourselves to give a little more flexibility to 
the delivery question. 


w 


(UPM 12=2) 


Since before February 1941 the members of the Ontario Sub- 

Section, with the exception of Barber-Ellis, have also been members of 
what has been called "The Ontario Fine Paper Credit Group". The acti- 
vities of this group were concerned with the development of common credit 
policies and practices and involved the pooling of credit information. 

On July 18, 1945 a "Memorandum Covering Agreement on Control of Credit 
TO Individuals or Companies Seeking to Become Established in the Printing 
or Allied Trades" was issued. It included the following: 
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2. Credit shall not be extended beyond a period of 
thirty days following the end of the month in 
which purchases are made, 


3. On or before the fifteenth day of each month the 
Secretary shall be advised the names and amounts 
owing by a1] customers under this agreement whose 
accounts are unpaid at the end of the thirty-day period; 
€.g., Jamary accounts unpaid at March lst would be 
reported, 


4. The members agree, whether directly interested or 
not, to withdraw from such overdue accounts further 
credit accommodation until indebtedness with all 
members has been brought within the specified time 
limit. 


8. This agreement, for the present, applies only to 
individuals or companies seeking to become estab- 
lished in the printing or allied trades, It does 
not apply to presently established accounts. 


n 


(WIL 3-35) 


A credit group meeting was held on November 25; 1947 and the 
minutes include the following: 
t 


Members were. reminded of the agreement in connection 
with the control of credit to individuals or companies 
seeking to become established in the printing or allied 
trades. Copy of this agreement is attached, 

" 


(WIL 3-34) 


Adherence to the regulations, established within this group, 
which apparently involved observance of restrictions based on ratings 
_ given to particular accounts, is indicated by a letter written on June 
15, 1948 by W, G. Finlay, president of United Paper Mills to his com- 
pany's London branch: 

LU 


We have had quite a lengthy discussion on this account 
and feel that in view of the fact that you mention his claim, 
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that he is getting credit from two paper houses, this 
claim should be further investigated before we go any 
farther. 


We naturally do not want to lose any business no 
matter who it is from and as you state in your letter 
they always purchased considerable quantity of stock 
from us and we do not want to lose this, On the other 
hand you must realize that we are bound to abide by the 
regulations of the credit group association and at their 
last meeting this account was still on the C.0.D. list 
and everyone claimed at that time they were selling them 
under no other arrangements, 


You must also understand that one paper house would 
probably be Barber-Ellis & Company because they are not 
a member of the credit group association and did at one 
time sell {the account] a good deal of their paper. If, in 
any way, you could possibly find out who the other house 
is it would serve as a wedge to take up at the next credit 
group meeting and find out just what is going on. In the 
meantime it is felt that we will just have to let this ride 
until we hear further from you in connection with who the 
second paper house is.” 


(UPM 8-2) 


The memorandum of July 18, 1945, referred to above, was re- 
issued by Mr, Moffitt's office under date of January 26, 1949. 


The principal arrangements to secure uniformity of prices and 
conditions of sale within the Ontario Sub-Section have now been described 
with the exception of an arrangement for the inspection of books of 
account of member firms which has generally been referred to as the "audit" 
system. Before dealing with the latter arrangement, the corresponding 
general developments in the other territorial groups will be described. 


(11) Quebec Sub-Section of Central Section, C.P.T.A. 


This group, the membership of which is shown in Table IX, has 
apparently had a parallel purpose and existence to those of the Ontario 
Sub-Section. For a time the group operated as the Quebec Fine Paper 
Council and during this period it included T. B. Little in its member- 
ship, although this merchant between some time in 1937 and January 1943, 
was not a member of the parent C.P.T.A. With this exception, the group 
of merchants meeting in Montreal since 1934, under whatever name, has 
comprised the members of the Quebec Sub-Section of the C.P.T.A. In oral 
evidence J, B, Brown, vice-president of T. B. Little, said that when his 
firm left the C,P.T.A. the reciprocal stock-sharing arrangements between 
it and the members of the C.P.T.A. "were not in any way interfered with" 
(Evidence, p. 1798). 


Members of the Quebec Sub-Section have at all times been men= 
bers of the Central Section of the C.P.T.A. and have made use of the 
Hodder & Moffitt Schedule for the Central Section in the same way as have 
the Ontario merchants. They have also played an important part in the 
drawing up of the rules and regulations and mark-up schedules which are 
basic to that Schedule, 


The minutes of a meeting on April 5, 1933 of the group which 
was then called the Montreal Section state: 


" , » » All members were present and every member agreed 
individually that his firm would abide faithfully in 
letter and in spirit, by the regulations which may be in 
force governing the sale of flat paper. ... 

n 


‘ (JER 34-10) 
The following is quoted from the mimites of a meeting held on May 8, 1933¢ 


"Mr, Reynolds (McFarlane Son & Hodgson) reported that he had 
been able to get a satisfactory arrangement regarding Quebec 
City, and that Messrs,W, V. Dawson and the Quebec ‘merchants 
had both agreed to maintain prices and regulations with re- 
gard to the cover paper over which the trouble arose, He 
also reported having received a letter from Mr, L, P. Turgeon 
in Quebec, stating that Messrs. Turgeon, Rolland and Eddy had 
got together and agreed to maintain strictly the prices and 
regulations governing the sale of fine paper, and stating that - 
in order to carry on it would be absolutely necessary that 
outside merchants would observe the prices and regulations 
when selling im Quebec City. 


wt 


(JBR 34-8) 


The earliest available record of steps being taken to organize 
the Quebec group's activities in a formal way as had been done in the 
Ontario Sub-Section in late 1934 consists of a document dated January 
14, 1937 which is headed: 


"MEMORANDUM OF AGREEMENT OF THE MONTREAL SUB-SECTION 
OF THE CANADIAN PAPER TRADE ASSOC TAT ION" 


This document included the following: 


6, SECRETARY'S DUTIES: 


- - e He shall advise similtaneously by post all 
members of the Sub-Section of any change in the 


@» £32 « 


Sub-Section prices, terms and regulations. 


10, FENALT IES: 


An assessment shall be made on any member guilty 
of selling merchandise at prices below those set 
out in the schedules governing re-sale prices... 


it 


(JBR 31-3) 


During the balance of 1937 the merchants and Mr. Moffitt conducted 
negotiations which were concerned with the amendment and adoption of 
this draft agreement, 


It is clear that the main intention throughout these negot- 
iations was that an inspection plan should be organized under which 
each merchant could be assured that every other merchant was charging 
the prices and complying with the rules and regulations that were or 
should become included in their group arrangements as manifested 
primarily in the Hodder & Moffitt Schedule, 


The outcome of these negotiations was the establishment of 
the Quebec Fine Paper Council which met on January 17, 1938. The 
following firms were represented: 


Barber-Ellis of Montreal, Limited 
Canada Paper "Wholesale", Limited 
W. V. Dawson, Limited 

Federal Paper Company, Limited 

T. Havill Paper Company 

Kruger Paper Company, Limited 

T. B. Little Company, Limited 
McFarlane Son & Hodgson (Limited) 
J. B, Rolland & Fils 

Rolland Paper Company, Limited 


The minutes of the meeting state: 


"By unanimous vote the arrangement, together with the 
regulations in connection therewith, were confirmed , 
adopted and accepted to be put into effect on February 
lst, 1938, for a period of six months, 

i] 


(MCF 17-1) 
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The Quebec Fine Paper Council agreement, dated January 17, 1938, had 
thirteen sections, including the following: 


3 This agreement shall apply to sales of those lines 
covered by the suggested resale schedules made to 
purchasers located in the Province of Quebec and in 
the Frovince of Ontario east of a line running north 
from Kingston and passing through Sharbot Iake. 


de An Advisory Committee consisting of three representa- 
tives shall be elected for the purpose of consultation 
on matters arising from the operation of this agreement, 
which Committee shall be empowered to grant permission 
to any member to deviate from the provisions of this 
agreement for the purpose of meeting special or extra- 
ordinary conditions. 


7. Prior to February lst, 1938, each member shall file 
with the Secretary complete lists of seconds, clearance, 
job and odd lots then on hand, stating the selling 
prices, copies of which shall be issued to all members. 
Qn and after February lst, 1938, each member shall 
file with the Secretary details of all additional 
seconds, clearance, job or odd lots before such are 
offered on the market, copies of which shall be issued 
to all members. 


8. The members and each of them covenant and agree with 
the other members as follows: 


(a) That they, the covenanters, shall be responsible 
for the acts, defaults of and breaches of the provisions 
of this agreement by their respective servants and 
employees. 


(b) That they, their servants and employees will not 
quote, accept or book orders for, offer or agree to sell, 
or sell the goods covered by this agreement at lower 
prices or on better terms and conditions than those 

fixed by the schedules annexed to this agreement or 

Pixed by any schedules which may be adopted by resolution 
of the Council in substitution for all or any of the said 
schedules hereunto annexed. 


(c) That they, their servants or employees shall not, 
either directly or indirectly, resort or have recourse 
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to any scheme or subterfuge or give any rebates, 
allowances or reductions in the Price of other 
goods as an inducement or aid or which may operate 
as an inducement or aid in the making of present 

or future sales of goods covered by this agreement. 


(d) That they, their servants or employees shall 
not loan or advance, or cause to be loaned or 
advanced, money on any pretext to a customer or a 
member or employee of a customer's firm, 


(e) That they will allow the Secretary at all 
times access to their books of account, papers and 
correspondence for the purposes outlined in para- 
graph 10 of this agreement. 


(f) That they will furnish to the Secretary at 

the beginning of each month a Signed statement from 
the firm's auditor or, in the event of such not 
being available, a statement signed by the member 
in the form as annexed hereto with respect to 
sections (c) and (a) of paragraph 8 of this agree= 
ment . 


9. A Secretary shall be appointed to hold office until 
his successor is appointed. He shall have the right 
to call a meeting of the Council at any time and 
shall take the minutes of the meetings of the said 
Council and shall generally perform all the duties 
of such Secretary. He shall advise simultaneously 
by post all members of the council of any change 
in the Council Prices, terms, and regulations. 


(MOF 17-1-20) 


Also bearing the date of January 17, 1938 were two Pages which were 
apparently intended as attachments to the sheets setting out the 
arrangement. The first of these was headed: 


"REGUIATIONS AS REFERRED PO IN THE ARRANGEWENT OF THR 
QUEBEC FINE PAPER COUNCIL 


e 


The following sheets comprise the schedule of regulations 
and suggested resale prices as at this date: 


Sheet No. 102 May lst, 1937 General 
W 


(MCF 17-1-2,) 


The various sheet numbers referred to pages of the Hodder & Moffitt 
Schedule as then in effect, 
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The Quebec Fine Paper Council agreement, the full text of which 
may be found in Appendix IV, also required under paragraph 10 that the 
secretary should "conduct an audit and check the books and records of the 
members for the purpose of ascertaining that the provisions of this agree= 
ment have been complied with", Some detailed information on the methods 
beta ay the discharge of this duty is given in the next chapter of this 
report. 


At a Quebec Fine Paper Council meeting held on January 24, 1938, 
the foltowing were elected "to serve on the Advisory Committee": 


T. Havill oe Paper ey 
G. H. Kruger Kruger Paper Co. 
W. D. Nelson (leFarlane Son & Hodgson) 


At the same meeting Ivan Moffitt was appointed secretary of the group and 
certain regulations were established. One of these concerned quantity 
Prices and read as follows: 


The minimum quantity to qualify for the unit price not 
to be below a margin of 4% of the ‘specified quantity. 


(MCF 17-118) 


This general regulation was still in effect when this inquiry started 
(HOP 34-1-25). 


The decisions made at this meeting were reported to Ivan Iloffitt 
and on January 31, 1938 Mr. Moffitt wrote to Marcel Rolland (chairman of 
the Montreal group) and said: 


" . 6 « I think it would be advisable to incorporate the 
several regulations as decided by the meeting into the present 
resale schedule, this particularly in view of the fact that 
Ontario houses are called upon to respect conditions applying 
in the Quebec area and vice versa, so that full regulations 
will have to be placed in the hands of all members. 


" 
ee @ 


(JER 30-9) 


: 4 meeting of the Quebec Fine Paper Council was held in Montreal 
on February 4, 1938 and at the meeting L. P. Turgeon of Quebec City was 
represented. The minutes of the meeting show that approval was given to 
a recommendation (the exact nature of which is not disclosed) made by the 
Advisory Committee concerning bond papers, and certain measures, applying 
to sales in Quebec City, were referred to. One such regulation reads: 
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e > 
Mill base price of Book Paper applied only on orders shipped 
direct from mill in minimun of 2000 lb. 


t 
eo @ 


(MCF 17-1-10) 


The Quebec Fine Paper Council arrangeusent entered into on 
Jamary 17, 1938 was confirmed in effect to January 31, 1939 at a Quebec 
Fine Paper Council meeting on June 23, 1938 (MCF 17-1-4). This is the 
last such confirmation which the evidence discloses, although the essen- 
tial arrangements continued to the time of this enquiry. 


From early in 1938, except for a period in the war years, Hodder 
& Moffitt was represented in Montreal by Russell G. Johnston and the 
ordinary local administrative duties pertaining to operation of the 
arrangement were discharged by him or his staff. 


Some time in 1939 McFarlane Son & Hodgson withdrew from the 
Quebec Fine Paper Council. As T. B. Little was not then a member of the 
C.P.TA. and did not rejoin until January 1943, meetings of the group at 
‘which both of these merchants were represented were usually shown in the 
minutes as meetings of the "Quebec Fine Paper Merchants", although on 
occasion some different but similar title was used. Apparently, as from 
the time of the withdrawal of MMceFarlane Son & Hodgson, the Quebec Fine 
Paper Council confined its activities pretty well to the audit mentioned 
above. When T. B. Little rejoined the C.P.T.A. the main Montreal group 
adopted the name, Quebec Sub-Section. 


As in the Ontario Sub-Section the members of the Quebec group 
held regular meetings and at these meetings matters pertaining to prices 
and conditions of sale were discussed and decisions resulting in new 
prices or conditions of sale were reached. In addition to controlling 
matters within their own group, the Quebec merchants participated in 
Central Section meetings where matters of concern to both sub-sections 
were taken upe Some examples of the various arrangements effected are 
given hereafter. 


There was a meeting of the Quebec group on February 17, 1941. 
Qne of the minutes said: 


War Exchange Tax 


The attitude of the Ontario merchants relative to revision of 
resales for imported lines was not concurred in and it was 
instructed revision be made effective March lst. 


(CRY 224) 
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A price matter was decided at the meeting held on March 10, 1941: 


Ul 


Coated Blotting Seconds 


A resale of twenty-five per cent. discount off regular 
resale was agreed upon for Coated Blotting Seconds, 
" 


(CPW 22-9) 


At the March 10 meeting it was also decided, with respect to 
Coated boards, that "request is to be made for consideration at the 
coming Special General meeting of the Canadian Paper Trade Association 
of revision of the mark-up classification in order that imported items 
would be on the same basig", 


On March 24 Hodder & Moffitt'ts Montreal office wrote to the 
Quebec Fine Paper Merchants as follows: 


"Enclosed is replacing Schedule Sheet No, 642, 
February 28th, covering the revised resales for Coated 
Boards to be made effective April lst, 


The prices to be published are as shown and the four 
bundle price will apply to four bundles or one thousand 
Sheets and over of one brand, assorted as to sizes, 
weights, colours and finishes, Prices for larger quan- 
tities, namely, 16 and 40 bundles, will be per Mill 
resale schedule and given only on application, 


Regular cash discount settlement terms will apply on 
all prices, 


Revised mark-up basis to cover imported items will 
follow shortly." 


(CPW 21-4) 


At the merchants! meeting held in Montreal on July 4, 1941, 
quite a number of matters were discussed. It was apparently against 
a background of increased business amd the possibility of price in- 
creases by the mills that the following motion was passed: 


Price Prevailing 


On regular motion, carried unanimously, it was agreed that 
effective immediately all quotations and orders, for both 
warehouse and mill business, are to be on the basis of price 


@- 238 & 


and tax prevailing at time of shipment. 


e > e 


Another minute from those for the same meeting is quoted: 


if 


It was agreed to re-instate immediately the resales 
for Cloth Lined Paper as per Schedule Sheet No, 826 
of June 2ist. A committee composed of Messrs.Brown, 
Hulbig, Kruger and Nelson is to give consideration to 
adoption of a regular basis of mark-up for this grade. 


" 


(CPW 22-7) 


Minutes of various meetings held during the war years show © 
that within limits allowed under the price control regulations the 
merchants continued to make arrangements and agreements concerning 
prices: and conditions of sale, 


In describing the organization and activities of the Central 
Section of the C.P.T.A. in an earlier part of this report, reference was 
made to a meeting held on March 25, 1943 at which arrangements were made 
for commodity committees within the section. Subsequent to the meeting, 
the members of the Quebec Sub-Section met and set up six "Commodity 
Committees" for operation within the sub-section in the following manner: 
“ 


@ ® ° 


The function of the Commodity Committees is to study, discuss 
and make recommendations to the sub-section, with the Joint 
Commodity Committees submitting its recommendations to the 
Central Section, No Sub-Section Commodity Committee or Joint 
Commodity Committee has any power to deal with the Mills, 

Any matters requiring discussion with the Mills are to be 
referred to the Mills Relation Committee, 


® 


(MCF 18-53B) 


Minutes of a meeting of the sub-section held on April 30, 1943 show that 
by then the appropriate ssmmodity oommittee had dealt with one paper pro- 
duct in the following way: 

t 


The new line of Index Bristol, Guardian Index Bristol, was 
considered in the light of being competitive to Hawk Index 
Bristol and having a lower cost, Upon conclusion of dis- 
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cussion the Bristols and Cover Papers Commodity Committee 
advised already having reviewed the matter and recommended 
that the resales for it be established in the usual manner, 
which was accepted, 

" 


(MOF 18-52A) 


All price controls affecting fine paper sales by merchants were with- 
drawn by early April 1947, and the part taken in the review of the 
"Classification of Grades and Mark-up Schedule" sheets in the Hodder 
& Moffitt Schedule by the Quebec Sub-Section and 1ts comnodity com- 
mittees has been mentioned earlier in this chapter. 


At the Quebec Sub-Section meeting of January 22, 1948 a special 
committee was formed to review "conditions obtaining with respect to the 
cutting of the various grades of paper" and to submit a report to the sub- 
section (LIT 7-28-2), On February 23, Mr. Johnston (Hodder & Moffitt, 
Montreal) wrote each of the members of the Quebec Sub-Section: 


"Enclosed is copy of the Special Committees! memor= 
andum relative to cutting referred to in the agenda for 
the Sub-Section meeting being held this Thursday, Feb- 
ruary 26th," 


(BEM 1-12) 


A considerable number of changes in charges, increases without exception, 
were included in the recommendations, and the cutting schedule for the 
Quebec territory as set out on sheets 106-A and 108-A in the Hodder & 
Moffitt Schedule incorporated them under date of Mareh 19, 1948. A sub- 
section meeting was held on February 26, 1948 followed by a meeting on 
March 25, Mimites of neither of these meetings make any reference to 
the cutting schedule matter, 


When the mills increased their prices on fine papers in March 
1948, the Montreal merchants in turn adjusted theirs, The Quebec Sub- 
Section's commodity committees played a peculiar part in this price move, 
It was apparently the case that insofar as this price move was concerred, 
the chairman or a prominent member of each of the commodity committees: 
wrote to Hodder & Moffitt giving certain information as to the basis on 
which prices were to be calculated and asking that resale prices for the 
particular papers involved be worked out and that he be advised, On 
receipt of this information from Ho¢der & Moffitt, each of the merchants 
was advised of the new prices and at the same time told the date on which 
the firm circulating the information wuld make the new prices effective, 
The following incident illustrates the method used, On March 8 J.°s, 
Ellis, manager of Barber-Ellis of Montreal , wrote to Hodder & Moffitt, 
Toronto, for the attention of Ivan Moffitt, and said: 


"We would like you to figure for us prices for the 
typewriter sizes &} x 11 and 8} x 14 in the various 


grades, weights and colors shown on the attached list. 


We require these per 1,000 sheets for Sales Unit 
and less Sales Unit quantities in both boxed and 
wrapped form. 


The basis to be used is as follows: 


Regular Weights 


Actual weight of the paper at the listed price per 
100 lbs, carried to the third decimal, plus 124g for 
cutting and wrapping, fractions of ¢¢ and nore to be ad- 
justed to the full cent higher, plus 
1. Wrapped full Sales Unit - 100%; 
2. Boxed " n n = Plus 40¢ to #1; 
3. Less Sales Unit, Wrapped or Boxed 
- & x ll - plus D¢g to #1 or #2; 
- & x 14 - plus 30g to #1 or #2, 


Lightweights 


One-quarter of the listed prices per 1,000 sheets 
of the respective flat sizes, 17 x 22 and 17 x 28, and 
then as above for the regular weights. 


This cutting and wrapping charge is not to apply 
to the items marked 'X', 


Your attention to this request will be very mech 
appreciated." 


(BEM 1-15) 


In Barber-Ellis of Montreal's files there was another typing of the 
body of the letter quoted above, On its margin it bore the foll 
handwritten note: "John no list to be enclosed Russ" (BEM 1-154). 
This note seems to have been in the handwriting of Russell G. Johnston, 
then resident partner in Montreal of Hodder & Moffitt. If the letter 
written to Hodder & Moffitt, Toronto, on March 8 was to have any 

real purpose, the enclosing of a list would seem to have been 
essential, On March 17, 1948 Barber-Ellis sent the other Montreal 
merchants lotters which read: 


"Enclosed please find our revised price list of 
Typewriter Papers and Cut stock. 


These prices will be effective March 19, 1948." 
(TH 5-1) 


J. S. Ellis, over whose signature the letters of advice were sent out, 
besides being manager of Barber-Ellis of Montreal, was chairman of the 


sub-section's Stationery Papers, Typewriter Papers and Cut Stock Commodity 
Committee. 


Hodder & Moffitt Schedule sheets were amended following the 
March 1948 mill price increases, Their wide use by the merchants is 
indicated by the following letter written to Hodder & Moffitt, Toronto, 
on April 13, 1948, by McFarlane Son & Hodgson: 


"We have received only one set of Flat Paper price 
schedules carrying the recent revisions, 


Would you be good enough to rush us four more sets." 
(HOM 6-26) 


It was a practice in the Quebec Sub-Section for the merchants 
to be advised by mail of a minor change in price or practice, The earbon 
copy advices were sent out in a characteristic: form that bore neither 
name of addressee nor signature, When Mr. Johnston wrote Mr, Moffitt 
on June 3, 1948 concerning an error in prices as shown on sheets 232-B 
and 212-A of the schedule he said: 


". . . I have sent out a correction memo tonight 
so far as the Quebec Resale is concerned," 


(HOM 4-56) 


A copy of the memo covering this partimlar matter was found in one of 
the merchant's offices, It was in the form above described and said: 


"Please mote the Full Sales Unit Resale for Boxed 
Skyway Bond Blue 8} x 11 on 'Quebec' Schedule Sheet Na, 
212A should be $6.8 and not $6,66." 


(JNP 4-7) 


The error in sheet 212-A was likewise corrected by a new schedule sheet 
sent out by Hodder & Moffitt, Toronto, under date of June 4, 1948 
(HOT 34-1-51). , 


In the Quebec Sub-Section, as in the Ontario Sub-Section, 
many rules and regulations were in effect, many of them being common 
to both sub-sections. These covered all the variety of small matters 
which, if left without attention, might have resulted in significant | 
variations of practice on the part of different merchants, Thus the 
area of the "Montreal Delivery Zone" was extended at a sub-section 
meeting held on November 24, 1948. A Hodder & Moffitt Schedule 
sheet, No, 128-A, was put out with effective date of November 24, 
outlining the new free delivery area. This sheet also said: 
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Deliveries beyond the boundaries of this zone are to 
be made by independent carrier on the basis of f,o.b. 
the individual merchant's warehouse. 

n 


(HOT 34-1-23) 


The price uniformity evident in the price lists published by 
the members of the Quebec Sub-Sestion and in use in early 1949 was 
primarily due to the common use of the Hodder & Moffitt Schedule. 

(441) Maritime Section, C.P.T.A. 
There are only two establishments of C,P.T.A, members in the 
Maritime Provinces. These are Barber-Ellis, Maritime, Limited of Halifax, 
Nova Scotia and Schofield Paper Company, Limited of Saint John, New 
Brunswick, The former is a wholly-owned subsidiary of Barber-Ellis of 
Canada, Limited, and the latter is a subsidiary of Canada Paper which, 
in turn, is controlled by Howard Smith. Canada Paper, as has already 
been mentioned, acquired an interest in Schofield Paper in 1927 and has 
had a controlling interest since 1935. (Both Canada Paper and Howard 
Smith also have subsidiary merchant companies which are members of the 
Central Section of the C.P.T.A.) « 


In addition to the business in fine paper transacted by the 
two merchant companies located in the Maritime Provinces, members of the 
Central Section of the C.P.T.A, may accept orders from customers in this 
territory. The Hodder & Moffitt Schedule, which relates to the Maritimes, 
as well as the Central Section of the C.P.T.A., indicates certain variat- 
ions that occur between Central and Maritime prices, 4 mumber of incidents 
relating to the fine paper trade in the Maritime Section whichare covered 
in the documentary evidence are dealt with in the following paragrapha. 


The sixteenth annual meeting of the C.P.T.A. was held in Feb- 
ruary 1934. The report of the Maritime Section, which was prepared by 
EH. A. Schofield of Schofield Paper, was read by M, A, Reid of Barber- 
Ellis, Montreal, Included in this report was the following: 


n 


We have been endeavouring to steady the prices on fine paper 
but unfortunately there has been a considerable variation by 
some members in this market, but if we can only get them to 
see the situation in the right light we are in hopes it will 
become more steady. 

y 


(BET 7) 
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At the twenty-fourth annual meeting of the C.P.T.A, held in 
January 1942, "Mr, Lundy (Schofield Paper Company) reported stabilized 
conditions had prevailed in the Maritime Province throughout the year, 
and that all was well at the present time" (FNE 13-93-10). 


The importance placed by K. W. Murphy, then sales director of 
Barber-Ellis, on the use of the Hodder & Moffitt Schedule by his company's 
cae ae subsidiary is indicated in a letter he wrote to it on June 28, 

48: 


"Replying to your letter of June 26th with reference 
to the latest price sheets covering paper prices, we 
checked with Hodder & Moffitt this morning and they state 
they have mailed you all sheets that are ready, but as 
some may have gone astray we are sending you another set 
of sheets today. When you get these would you check them 
over and then let me know if you received these sheets 
direct from Hodder & Moffitt, as I want to make sure you 
get all changes as quickly as they come out. 


There may be still some items that are not covered 
as we have not received changes for them as yet. But 
with the sheets we are attaching we feel you will be able 
to make all the changes you need in your price list." 


(BET 70-1) 
On September 9, 1948 Mr. Murphy wrote to Barber-Ellis, Maritime, and said: 


"Replying to your letter of September 7th with refer- 
ence to the one ton import price on paper, we imagine you 
mean bond paper and the Royal Print and Litho have evid- 
ently been advised of this by some mill. 


They are correct in stating there is a one ton in- 
port price. If you will refer to sheets 352 and 358 of 
the Hodder & Moffitt master list that you have in your 
office dated May 27th, you will note there is a one ton 
mill price, On Page 356 you will note it sets out the 
terms of sales for the Maritime provinces. You deduct 
25¢ cwt. from these prices and sell them F.0.B. the 
mill, All this information is set out in sheets 352, 
356 and 358. If there is any further information ym 
want please advise us." 


(BET 3-2) 
To this letter the Maritime company replied on September 11: 
"We wish to thank you for your letter of September 


9th advising us of the one ton price on printing paper, 
and as the Royal Print have requested we send them a 


copy of this price list we are deducting 25g per hundred 
weight from the prices shown in Hodder & Moffitt's list 
and are quoting them f.o.b. the Mill. 


(BET 3-3) 


The existence of common policies throughout castern Canada 
concerning charges for freight is indicated in a letter written by 
Ivan Moffitt on April 12, 1950 to the late J, B. Larkin, who was in 
charge of Howard Smith's merchandising subsidiaries: 


“Attached is a memo showing the free delivery points 
for ex-warehouse shipments of Fine Papers, These are the 
points at which Fine Paper warehouses are maintained, with 
the exception of Walkerville and Windsor. 


A Merchant at Toronto would, for example, sell at his 
warehouse list price on delivered basis to a customer at 
Montreal, Saint John or Halifax, A Montreal Merchant would 
in the same way treat sales to a customer at Saint John or 
Halifax. The same would apply to other free delivery points 
mentioned in the list. 


In addition to this, shipments to other destinations 
would be equalized on the nearest of the various equalizat- 
jon points as listed, For example, a Toronto Merchant 
shipping to Sherbrooke would equalize on Montreal,or ona 
shipment to Timmins the freight would be equalized on North 
Bay. Thesame principle would apply with respect to ship- 
ments to the Maritime rrovinces; that is, shipments to 
Moneton would be equalized on Saint John," 


(HOT 53-14) 


Exchange of informationthrough the office of the secretary of 
the C.P.T.A. in order to have a uniform price as a basis of quotation is 
indicated in a letter of February 9, 1948 from K. W, Murphy of Barber- 
Ellis to Ivan Moffitt. Mr. Murphy wrote: 


"I checked our selling price to the Eastern Electric 
on Brown Telephone Cover. Last year we supplied them this 
stock in size 19 x 26 - 143 M at .134¢ a pound, net thirty 
days, f.o,b, Halifax, Our cost was 811.60 per hundred 
weight, shipped pool car collect, with a notation on the 
invoice, 'the freight was equalized on Windsor mills’, 


The new cost on this stock is $12.10 a hundred weight, 
and we have figured out a new selling price of .14a¢ a 
pound net, f,o.b, Halifax, 


When you give the new selling price to Buntin Gillies 
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you can tell them we will quote .144 ¢if we are asked on 
this order. 


i 
Cp Oy ®@ 


(BET ]-1) 


A letter written on February 16 by A. L. Naismith, general manager of 
Buntin Gillies, to a member of his staff shows that during the interval 
between February 9 and February 16 it had been decided to raise the price 
of the paper in question by 50¢ per cwt.: 


"I have been in touch with Mr. Ivan Moffitt and he 
advises that the price agreed to by another house and 
ourselves to be charged to Eastern Electric & Supply 
Company on Brown Telephone Cover Stock in ton lots and 
over is to be $14.75 per cwt. based on the present cost. 


ft 
eo ¢ @ 


(BGC 11-2) 


(ad) Pricing Practices in Prairie Section, C.P.T.A. 


Qut of the seven persons said to have been present in 1918 at 
the organization meeting of the C.P.T.A., six were connected with businesses 
then being operated in Winnipeg. Since that time Prairie fine paper 
merchants have been part of the membership of the C.P.T.A. and have formed 
@ group within it. 


_ Minutes of meetings of the group show that in 1929 it was 
known as the "Prairie Division" of the C.P.T.A. and that in 1935 it 
started to operate under the name of "Prairie Fine Paper Council". 
This last name went out of use in mid-1945 and minutes of meetings 
show that from then on the group was called the "Prairie Section" of 
the C.P.T.A., although it might be noted that this name had been used in 
other records before then. Particulars of membership in the Prairie Section 
of the C.P.T.A. in early 1950 are given in Table IX. 


Meetings of the Prairie Section have generally been held in 
winnipeg. It has been the case that meetings between the houses locally 
represented have been held in other Prairie cities but, generally, 
approval for any substantial action had to be given from Winnipeg. Thus, 
the following was included in the minutes of a meeting held in Winnipeg 
on February 16, 1939: 


e @ e e 
» » e In future, Alberta price amendments must first be 
authorized by this council. 


wv 
ROL '@, 


(MID 3-15) 
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The Prairie merchants make sales under prices and conditions 
of sale arranged among themselves for the three Prairie Provinces, certain 
areas of British Columbia bordering on Alberta and the lakehead region of 
Ontario. 


During the period 1929 to early 1935, 4. C. Hunt of Mid-West 
raper acted as secretary. When the Prairie Fine Paper Council arrange~ 
ment was entered into in 1935, W. J. Macdonald, a private practising 
accountant, became secretary. In November 1939 Mr. Macdonald resigned 
and his place was taken by Donald Williamson who became manager in 
Winnipeg of an office opened at that time by Hodder & Iloffitt, the 
latter being formally designated as "Secretary of the Council" (MID 3-7). 
Since 1939 Mr. Williamson has represented Hodder & Moffitt, of which in 
recent years he has been a partner, in Winnipeg and has acted as secre~ 
tary to the local group. 


The available records indicate arrangements within the Prairie 
group relating to the fixing of common prices and conditions of sale as 
far back at least as 1928. These arrangements have been similar to those 
in the Central Section but, as in that section, matters concerning the 
merchants! dealings with each other within the section have been arranged 
locally and consequently in its details the Hodder & Moffitt Schedule for 
use in the Prairies was often quite different from the Hodder & Moffitt 
Schedule which was developed for use in eastern Canada. 


There is record of a meeting as long ago as June 5, 1929 at 
which the Prairie merchants discussed and reached decision:on matters 
relating to prices, freight equalization and assortments within a unit 
of sale quantity (BET 8-3B; BET 8-3C). 


As has already been stated a "complete set of suggested resale 
ice sheets" was issued to members of the Central Section in 1930 
JBR 35-39), Whether there was then such a list in effect on the Prairies 
is not known but the minutes of a Prairie Section meeting, held on May 8, 
1931, include the following: 


i] 
° e« @ 


CIASSIFICATION OF GRADES AND PRICE MARK-UP BASIS: The pro= 
posal made by the general secretary covering this matter was 
accepted generally by the members, and the Secretary was 
instructed to ask Mr. Moffitt to proceed at once with the 
drafting of the western Price list on the basis of this 
classification mark-up. 


(BARK 34-176) 


Copies of minutes for some of the meetings held during 1931, 1932, 
1933 and 1934 were available during the investigation. These minutes show 
that the Prairie Section kept in close touch with activities in the Central 
Section and from time to time requested information on those activities from 
Mr. Moffitt, C.P.T.A. secretary, whose assistance or advice on various other 
matters was also frequently requested or given. The minutes also make 
repeated references to prices and to matters directly related to the cost of 
fine papers to the merchants! customers. 


Minutes for the meeting held on December 13, 1934 include the 
following: 


MAINTENANCE OF RESAIES = The Secretary was instructed to send 


to each member a copy of the considered plan recently adopted 
in eastern Canada for further consideration of the Section. 


it} 
(BARK 34-87) 
This in all probability refers to the Mntario Fine Paper Council Arrangement. 


The Prairie merchants met on January 18, 1935 and the mimtes 
say? 


NEW FINE PAPER COUNCIL: 


Full consideration was given to the proposal to form 
a new Fine Paper Council, to be known as 'The Prairie Fine 
Paper Council', The plan of organization in detail was to 
follow the general line of the new Ontario Fine Paper 
Council, and by unanimous vote the members endorsed the 
principles of the new Council as outlined and confirmed 
the decision to organize this new Council. 


A committee composed of = 


Messrs. Maxey (Barber-E12 
Wilson (Clark Bros, 
Hunt (lid-West Paper 


was formed to present details of the plan at an adjourned 
meeting. 


(BARK 34-80) 


At the meeting on January 22, the committee reported and the arrangement 
was “confirmed, adopted, and accepted, to be put into effect on iarch 1st, 
1935", A four-man advisory committee was appointed (BARK 34-79). Further 
consideration was given to the "regulations covering the new Council" at a 
meeting held on February 7, 1935 which was attended by Mr. Macdonald, the 
new secretary. All the firms, then existing, and shown in Table Kas ~ 
having warehouses in Winnipeg were represented at either the meeting of 
January 22 or February 7, or both. 


Minutes of a meeting held on March 14, 1935 included the 
following: 
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After some discussion it was moved by Ir. Hunt, seconded 
by Mr. Phillips (Phillips Paper Co,) that the Agreement attached 
to and forming a part of these minutes be effective from today 
insofar as the Province of Manitoba is concerned, and that this 
meeting re-affirm its intention to abide by the terms and spirit 
thereof. 

Carried unaninously. 


ee @ 


It was moved by liir. Clark, (lark Bros,) seconded by Mr. 
Murphy (Barber-Ellig) that the Advisory Committee be instructed 
to proceed at once with the preparation of a circular to be 
signed by all seven member companies and to be sent out to all 
printing and other firms concerned advising them that the 
Agreement was in force and that no special concessions might be 
expected from any of the subscribing parties. 


It was moved by Mr. Hunt, seconded by Mr. Maxey that price 
lists and trade regulations as typed by Mr. Moffitt be discussed 
and approved by the Advisory Committee this week, and forwarded 
through the Secretary to Mr. Moffitt for the necessary copies 
to be struck off. 


(HOW 14115) 


Mr, Williamson kept in his possession certain records of the 
Prairie Fine Paper Council (P.F.P.C.). One of these was three pages in 
iength and was headed: 


"CANADIAN PAPER TRADE ASSOC JATION 


Prairie Fine Paper Council" 
At the bottom of the first page was typed: 


"This is page 1. of the Agreement referred to in the Minutes 
of a meeting held at the Fort Garry Hotel, Thursday, March 14th, 
1935 at 12.15 p.m." 


(HOV 13-102) 
The second and third pages bore similar notations. This document, which 


was closely patterned on the Ontario Fine Paper Council arrangement, 
appears in Appendix V to this report, 


The minutes of the neeting held on April 18, 1935 show that the 
question of the value of the arrangement had been under review: 


e e e 


Present On inquiry by the Secretary as to whether 

Situation the new arrangement as to prices was working 
satisfactorily it was the unanimous opinion of 
those present at the meeting that the arrange - 
ment was working satisfactorily. The necessity 
of close co-operation between the members was 
again emphasized, In particular it was sug- 
gested that the Secretary should be used as a 
clearing house in regard to any attempt by 
printers to obtain special discounts. 


(MID 3-48) 


From the terms of the 1935 Prairie Fine Paper Council arrange - 
ment it is clear that in drawing it up it was the intention of the members 
to re-affirm their previous agreements and to set up a system within which 
the agreements could be enforced. The evidence discloses a record of 
price agreement by the Prairie fine paper merchants from the tame of the 


1935 Prairie Fine Paper Council arrangement to the time this investigation 
started, 


The Prairie merchants have used a version of the Hodder & Moffitt 
Schedule that was based, insofar as ex-warehouse sales were concerned, on 
agreements made on the Prairies. It incorporated different mark-up bases 
and different quantity discount arrangements from those set out in the 
schedule used in the Central Section of the C.P.T.A. 

At the meeting held on July 9, 1935 the matter of "Change of 
price, Tariff, Antique, & Offset Papers" was dealt with: 

Nn 
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The Secretary read a letter from Mr. Moffitt in this 
connection and it was unanimously agreed that Mr, Moffitt 
should be asked to complete new sheets giving effect to 
the change of price, as indicated in his working papers. 

" 


(MID 3-40) 


On August 15, 1935 the group's secretary apparently sent a circular to 
the merchants saying: 


"The resale sheets recently sent you as prepared by 
Ivan Moffitt are effective at once," 


(BARK 34-dc ) 
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The Hodder & Moffitt Schedule in use on the Prairies had prices 
for each of the three provinces, It was in use insofar as Saskatchewan 
business was concerned by August 1, 1935 (MID 3-95) and, along with a 
quantity discount system which had been arranged on May 10 between the 
three ae merchants operating in Alberta, in Alberta by August L> 
(MID 3-38). 


The minutes of a Prairie Fine Paper Council meeting held on 
September 12, 1935, say: 


" 


e ° e 


. . . It was unanimously decided that in future members 
having requests for tender from the railroads should not quote 
thereon before clearing with the Secretary. 


(MID 3-37) 


Apparently deposits of the type described in the Prairie Fine 
Paper Council arrangement were only held for a short while as at the 
meeting of November 14, 1935 the secretary was instructed "to refund the 
depesits to the contributors" (MID 3-95). 


A meeting was held in Winnipeg on January 27, 1936 which was 
attended by representatives of Mid-West Paper, Barber-Ellis of Winnipeg, 
Clark Bros. and the secretary. The minutes say: 


“After some considerable discussion it was agreed that 
the new price list in Alberta shoyld be based on a straight 
mark-up of 2¢ per 1b. over Manitoba on Bonds, Books, Bristols, 
Mimeos Writings and Manilas, and on a straight mark-up of 23¢ 
per lb. over Manitobe on all other lines. 


No, 7 Bond was excepted from these provisions and a resale 
price of 154¢ per lb. was agreed upon, 


(MID 3-89) 


At another meeting on the same day the minutes show that, concerning 
Manitoba resale prices: ‘ 


"The meeting approved the resale sheets produced by 
the Secretary with certain minor changes and he was in- 
structed to forward these without delay to Mr, Moffitt 
for compilation of complete resale sheets in the usual 
form. 


(MID 3-88) 


BANAL O 
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Schedule sheets covering ex-warehouse sales, as prepared by 

Hodder & Moffitt, have required certain changes before incorporation in 
merchants! printed price lists. One such change has been the addition 

of trade names appropriate to the papers carried by the particular mer- 
chant. Another change necessary in the Prairies has been a conversion 

of prices calculated by Hodder & Moffitt on a 100 lb. basis to prices on 
a 1000 sheet basis. Minutes of a Prairie Fine Paper Council meeting held 
on February 10, 1936 show that a procedure for the lessening of the chance 
of error in the printing of merchants! price lists had been worked out: 


"The Secretary supplied the members with copies of the 
new Manitoba resdles excepting those for shipping tags and 
ruled goods which have not yet been prepared. It was agreed 
that the tentative date for publication of the new revised 
price list would be March 16th and that every endeavour would 
be made to have the price list in the hands of the Trade by 
that date. It was further agreed that Mid-West Paper Sales 
Itd. would submit galley proofs of their lists at the earliest 
possible moment to all members of the council and that these 
members would check these proofs with expedition and compile 
their price lists on the basis thereof, making such additions 
and omissions as were necessary in each case. 


ft 
© ee 


(MID 3-85) 


Group control of pricing on a product stocked by only one mer=- 
chant is indicated in a minute for the meeting held on March 18, 1937: 


i 
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Munroe Mill Boards The price advances for this line as 
advised to the Secretary by Messrs. Clark 
Brose & Co. Itd. on March 17th, 1937 were 
submitted to the meeting and were approved; 
separate advice covering the new prices 
will go forward to the members. 


There was some discussion as to the 
method in which price changes of this des- 
cription have been made, and the policy was 
re~affirmed that all price changes should 
be sent out through the Secretary's office 
after receiving the approval of a majority 
of the members. 


(MID 3-63) 


In such a case as that referred to above, the merchants who did not stock 
the "Mumroe Mill Boards" would be able to get supplies through Clark Bros. 
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Sheet No. 104 of the Prairie Hodder & Moffitt Schedule as it 
was in effect in 1949 bore the date of June 5, 1937, This sheet set out 
various "General Regulations" on such matters as mill trade customs, 
claims, price changes, returns, direct mill shipments, additions of new 
lines, job lot distribution and "Quantity Prices, Ex-larehouse Stocks", 
This last regulation read as follows: 


"QUANTITY Prices for quantities shall be understood to 
PRICES, EX- mean that the specified quantity must be 
WAREHOUSE billed and delivered at one time, and that 
STOCKS it cannot be delivered subsequently in partial 


instalments, except when seller has not the 
full stock on hand to fill the order and the 
buyer requires a portion thereof for immediate 
use. In such cases @ partial delivery may be 
made, but the facts shall be plainly stated 
on the invoice." 


(HOW 16-9) 


Such a provision was expedient if the price agreement among the mere- 
chants was to be kept intact. One reason for the requirement that the 
facts concerning a partial delivery be clearly stated on an invoice 

would be that if this was done a buyer who, because of the circumstance 
of partial delivery, got a lower price than that ordinarily being charged 
for the smaller quantity, could not use the invoice in attempting to get 
another merchant to meet the price. It would also facilitate an audit 
for the purpose of investigating irregularities. 


The minutes of a meeting held on October 20, 1959 refer to a 
further qualification upon conditions governing sales in which only 
partial deliveries were made: 


nw 
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Incomplete It was pointed out that, in certain instances, 

shipments sufficient stocks are not carried to fill the 
full amount of customers’ orders. It was agreed 
that when more than one delivery is necessary, 
for this reason, the balance of the original 
order cannot be added to by the customer. 


(MID 3-8) 


An example of joint action among the merchants in a Prairie 
city other than Winnipeg occurs in the record of 4 meeting of the 
"Edmonton Paper Trade Association" which was held on March 4, 1938: 
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Mr. Webber (Smith, Davidson & Wright, Edmonton) raised the point of 

discounts to the Kings Printer on flat paper, suggesting that it might 

be advisable to allow him a Special discount of 15% on any quantity. 

After discussion this wes not thought advisable as the Kings Printer here 

does not do much printing in his own plant, sending most of his stock put 

to be printed. It would only be a few weeks before all the printing trade 

would know of this arrangement and would demand similar concessions. rie a 

« Gob eit (SDC 2-10) 

The situation in respect of discounts and mark-ups generally, changed 

from time to time as the following paragraphs will show. The manner of these 

changes indicates that the uniformity of price structure in existence when this 

investigation commenced was not merely the result of individual adherence to 

traditional mark-ups and discounts. Meetings, attended by representatives of 

both mills and merchants, were held in Winnipeg on April 11 and 12, 1938 in 

connection with proposals of the mills for the introduction of delivered prices 

in the Prairie Section. A number of important changes were decided upon by 

the merchants in addition to the acceptance of the system of delivered mill prices, 

One such change is described in the minutes as follows: 

Le 6 e 

Resale Structure The quantity discount system of resales as ope rated 
in Alberta was adopted to apply in Manitoba and 
Saskatchewan, and to become effective with the 
introduction of the revised prices. 


A schedule of group assortments and discounts, and 
a memorandum of the mark-up rates and basis are 
attached hereto. ; 


" (MID 3-26) 


Underlying the change to delivered prices was the desire of the 
mills that the Prairie merchants should make their papers available to con- 
sumers at lower prices, Prior to such change the Prairie merchant bought the 
paper from the mill on an f.o.b. mill basis. Ex-warehouse selling prices for 
the more important classes of fine papers were then calculated by taking the 
mill price less loyalty discount of 5 per cent, adding 431.50 per cwt. for 
freight and 25g per cwt. for cost of "in-house handling" and to the resulting 
total adding a mark-up of 50 per cent or 60 per cent as the case might be 
for the particular paper involved. ‘The prices calculated in this way were 
applicable to sales in Manitoba. Base merchant prices for Saskatchewan and 
Alberta were then calculated by adding a fixed upcharge per lb. to the Manitoba 
prices. From these prices certain discounts for larger quantities were 
allowed. In the case of bond and book papers in Manitoba and Saskatchewan, 
this discount was 15 per cent of the Manitoba price on a one ton sale. 


66045.91 
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Because the Prairie merchants' prices included a mark-up on 
freight and because the actual freight incurred was generally less than 
the allowances made for it in the calculation of selling prices, the 
selling prices prior to April 1938 were thought by the mills to be 
somewhat inflated. When the mills decided to sell to merchants on a 
delivered price basis they did so with the idea that they would cut the 
delivered cost to the merchant by absorbing some part of the actual ex= 
penses of shipment. In order to be sure that the costs of their papers 
to the consumer would be reduced as a result of this move, the mills 
required, during the negotiations with the Prairie merchants, that the 
latter should make no increase in their actual rates of mark-up. When 
the negotiations between mills and merchants were finally completed, some 
few upward changes in the rate of merchants' mark-up were made but on the 
bulk lines there seems to have been no change. As a result of these 
negotiations the Prairie fine paper consumer could, as a general thing, 
buy at lower prices than hitherto; the mills' net return on papers sold 
through Prairie merchants had been reduced; and the actual gross profit 
per cwt. on merchants' sales had, although not without exception, also 
been cut. 


Percentage rates of mark-up used in the Prairie Section are 
found in Hodder & Moffitt Schedule sheets going back as far as May 1, 
1937, These schedule sheets show that from time to time there were 
changes in the actual percentage rates of mark-up and that these changes 
tended to be by way of increase in rate. Sometime between 1937 and 1950, 
for example, mark-ups on a number of lines of paper tended to change from 
50-55 per cent to 55-60 per cent, At the same time, a comparison of the 
rates of quantity discount being allowed in April 1950, with those being 
allowed in April 1938, reveals a number of changes, the general effect of 
which was to enlarge the discount to the consumer who bought in the 
requisite quantities. 


When the Prairie merchants operating in Manitoba and Saskatchewan 
decided in April 1938 to adopt the "quantity discoun’, system of resales as 
operated in Alberta" the changeover had particular 4pplication to bond, 
ledger and writing papers and book papers, Before the change the merchants 
quoted their prices for these papers on a per lb, basis, the base quantity 
unit for price being the full package. For bond papers ex-warehouse prices 
were quoted on a full package basis, a 500 1b. basis (full package price less 
10 per cent) and a one ton basis (full package price less 15 per cent). On 
book papers a price 10 per cent below that for the full package price was 
quoted for sales of 1000 lbs. and over, and another price of 15 per cent off 
the full package price for sales of one ton and over was also shown. After 
the changeover the Prairie merchants set out their prices on a per 1000 sheet 
basis and allowed quantity discounts from these prices on a percentage basis. 
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The pricing system adopted in April 1938 for use in Manitoba 
and Saskatchewan had provisions under which the buyer of fine papers 
could assort the sheets making up the Quantity necessary to qualify 
him for the discount. Thus a buyer could order five lots of 1000 
sheets each of bond paper with each of these lots being different 
from the other, either in size of sheet, colour of paper, grade of 
paper or basis weight of paper, and still get the 2s per cent quantity 
discount allowed on bond paper orders totalling 5000 sheets. Assort- 
ing for quantity discount purposes was allowed within each of a number 
of classes of paper. Assorting privileges were still a part of the 
Prairie merchants’ ex-warehouse price structure in 1949, A pertinent 
regulation then in effect was set out on sheet-No. 202 of the Hodder 
& Moffitt Schedule as follows: 


bai e ® 
DISCOUNT As follow may be assorted as to grades, sizes, 


QUANTITIES weights, colours and finishes, within the group, 
to qualify for discounts: 


Bonds, Ledger, Mimeograph, Writing, ) 
Manilla Writing, Waydill Manilla, ) 10,000 " - 35% 
Stationery, Lightweight Papers, ) 25,000 " ~10% 
Onionskin, Manifold, French Folio, ) 
Carbon Copy. ) 


Double sizes (22 x 34, etc.) count as twice number 
of sheets for discount purposes, providing there 
is a sheet listed by the mill the dimensions of 
which are half of the double size under consider- 
ation." 


(HOW 16-16) 


At the same time in 1938 as the mills started to sell the 
Prairie merchants on a delivered price basis they put in delivered prices 


for direct mill accounts buying in larger than ordinary ex-warehouse quantities. 


This limited the merchants gross profit possibilities since these direct 
mill shipment prices were more favourable to the consumer who took advantage 
of them, than the prices such consumers previously paid. Some information 
on the mill-merchant negotiations concerning the introduction of the 
delivered price system in the Prairie territories may be found at pages 

147 to 150, inclusive, in Chapter V. 


The subject of the rate of mark-up in the Prairie Section was 
one that came under review from time to time in the merchants! meetings. 
Although the range of changes over the years was not wide, the increase 
in gross revenue through any agreed increase in the rate of mark-up could 
come to quite a substantial amount in a year. On December 5, 1938 there 


Yee 
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was a meeting in Winnipeg of the Prairie Fine Paper Council, A mimte 
headed "General Mark-Ups" says: 


It was suggested that certain of the present mark-ups be 
increased. These are to be worked out at meetings in the 
near future. 

" 


° ® 6 


(MID 3-18) 


At a meeting held on December 15, "the proposed list of new mark-ups, 
mailed from the office of the Secretary on 7th December, 1938, was dis- 
cussed and adopted without change". New price lists were to be issued 
"as soon as possible" (MID 3-17). On January 12, 1939 the mark-up 
question was again discussed: 


tt 


Mark-Ups The rates of mark-up used in preparation of 
the recent resales were passed by the members. 
The mark-up on No, 7 Bond and No, 2 Mimeograph 
(white only) was raised from 50% to 52 1/2% in > 
Manitoba. Adjusted sheets in this eonnectiom 
will be issued immediately. 


(MID 3-16) 


Sheets showing these adjustments appear to have been put out by Hodder 
& Moffitt either in advance of the meeting or with back dating, for they 
are dated November 30, 1938, 


At a meeting in Winnipeg on February 16, 1939, attended by 
representatives of Barber-Ellis of Winnipeg, Clerk Bros, and Mid-West, 
"it was decided to increase the mark-up on #7 bond (white and colers) 
and Manille Writing from 524% to 55% - Alberta only” (MID 3-15), 


There were price reductions by the mills in the latter part 
of 1938 and it was apparently after the announcement of a mill price cut 
that the managers in Calgary, for the merchants represented there, had a 
meeting on September 8, 1938, The minutes say: 


"The meeting was called to discuss price revisions, 


Owing to the short notice it was found impossible to make 

the revisions effective Monday, September 12th, as in- 
structed by Winnipeg but the date for the new prices to be 

in the hands of the printers was tentatively set at Thursday, 
September 15th, subject to the confirmation of the Edmonton 
houses, 
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It was agreed that the new prices should be extended to 
the nearest cent and not the next even cent as on the 
last list, Under the new system any price figuring to 
«5 or over would go to the next cent, and any fraction 
less than ,5 would be dropped. 


It was definitely understood that no mention would be 
made to the trade of the new prices and no rebates 
a Ue made for stock purchased prior to September 
15th. 


(SDC 2-1) 


~The minutes for the meeting held in Winnipeg on February 16, 
1939 include the following: 


" e e o 

Non-Printers The list presented to the meeting was accepted. 

buying Flat Addition to this list must be authorized by 

Papers council, The Secretary will issue this list to 
all distributors upon receipt of certain infor- 
mation from Calgary. 


(MID 3-15) 


Such a list was issued on April 13, 1939, This list set out the names 
and locations of certain persons who were not considered as being in 
the commercial printing business but who conducted certain printing 
operations in their own printing plants, Only if such an account was 
named on this list could a merchant sell it on the printers! price 
basis (MID 3-12). 


The meeting held on November 29, 1939 gave attention to a 
matter relating to mark-ups as the following quotation from the minutes 
shows: 


"Schedule It was pointed out that the lists of February 

Pages 902, 904, 20th, 1939 for page 902, November 30th, 1938 

906, mark-ups for page 904, February 20th, 1939 for page 906, 
had not yet been made effective in this territ- 
ory and it was resolved that this mark-up 
should be put into force on the first general 
mill price advance, 


(MID 3-6) 


Apparently the next gereral price increase took place shortly after this 
as a circular prepared by the Barkwell Paper Co, under date of December 30 
announced price increases on a broad range of papers "pending issuance of 
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regular price sheets" (BARK 30-83). 


Minutes of a meeting on January 2, 1940 indicate that certain 
schedule sheets showing resale prices had been received from Toronto. 
Copies of these were to be sent to each of the members for study 
(MID 4-80). Apparently a price change was put into effect by the 
merchants shortly after this, as on March 21, 1940 Hodder & Moffitt, 
Winnipeg, wrote to the Prairie Section members: 


"You will recall Mid-‘Yest Paper Sales were authorized 
to work out the extended prices for the lists published 
26th February and the costs were to be borne by the Council. 


Ye have the Mid-West debit now for 25.00 covering this 
service. 


Ye suggest the undernoted assessment as reasonable and 
if you concur will be glad to have cheque for your share at 
your early convenience. 


" 
ee @ 


(BARK 30-80) 


On July 2, 1940 Hodder & Moffitt sent out a letter including 
the following: 


"Fine Papers. 


Below we give you the advances effective to-day, and 
which you should notify to your trade immediately. 


? 


(BARK 30-75) 


Price increases of up to 75¢ per 100 lbs. for a number of papers were 
shown. On July 19, 1940 Hodder & Moffitt, Winnipeg, wrote to six 
Winnipeg merchants and said: 


"Ye enclose the attached price lists as prepared by 
Messrs. Barber-Ellis of Winnipeg Limited and iiid-"est Paper 
Sales Limited ~ checked by Clark Bros. & Coe Limited, and 
typed by us.” 


(EARK 30-70) 


The publication dates for the new price lists were fixed at a meeting 
held on July 22, 1940 as being August 1 for “linnipeg, August 12 for Regina 


~~ 25%- 


and Saskatoon and for Calgary and Edmonton the dates were left "to be 
decided by their Councils" (MID 4-69), 


Continued collaboration on prices and regulations is indicated 
e in the minutes of a meeting held on October 11, 1940 which say: 


"Price Certain changes in the East having come into 
Changes effect the appropriate Western schedules were 
ordered changed to conform. 


These had reference to 


Gummed Papers 
Blottings 
Book Papers 


with some changes in the regulations affecting 
Book Papers, 


(MID 4-67) 


All relevant evidence in the investigation shows that the 
Prairie merchants contimed from 1935 to 1950 to observe the general 
price agreement embodied in Section 5 (see Appendix V) of the Prairie 
Fine Paper Council arrangement, For this reason the matters that came 
up for discussion at the various meetings held were matters of detail, 
Clearly, if there had been no such basic understanding, many of the 
agreements on matters of detail of the types that have already been 
illustrated would have been purposeless, Two more such items were 
included in the mimutes for a meeting held in Edmonton on April 30, 
1941: 


Special Items Quotations are not to be given on special 

Not Listed items not listed in Hodder & Moffitt's list 
until prices have been agreed upon by all 
members interested. Smith, Davidson & Wright, 
Calgary, to be advised through their Edmonton 
office, 


Mayfair Cover Effective immediately, Sapphire and Tangerine 
Deep Shades to take the same price as Black and Scarlet. 
Printers to be advised and price lists to be 
revised, 


(MIE 2-7) 
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The Edmonton group's meetings were attended by representatives of Barber- 

Ellis of Alberta, Clark Bros,, Mid-West Paper and Smith, Davidson & Wright. 
Many of the price schedule sheets put out by Hodder & Moffitt 

4n both the Central and Prairie Sections of the C.P.T.A., bore the in- 

scription "Suggested Resales", Various witnesses stated when giving 

evidence that the prices set out in the Hodder & Moffitt Schedule were 

for use only as a guide, This view is scarcely consonant with such 

communications as the following letter, written by D. Williamson of 

Hodder & Moffitt, Winnipeg on June 17, 1941 to Barkwell Paper: 


PRe: an i bos: 
Please refer to Sheet 824, July 23rd. 


We are advised American Millboard has advanced $5,00 
a ton June lst. 


We give you below the suggested resale which has been 
made up by Clark Bros, & Co, ltd. and approved by Mid-West 
and now only requires your approval to be made effective 
since the other members are inclined to leave this for 
decision to the three firms concerned, 


Less Bale, Full Bile, Ton kon Ton Lote 
6.80 5.40 5,10 4.90 4.60 
f.0.b, Winnipeg. 


For Regina, Saskatoon, Calgary and Edmonton there would 
be the usual arbitrary advances, 


Since we have been unable to make telephone contact with 
you we would be obliged if you would phone us if this suggested 
resale meets with your approval when we will issue a corrected 
sheet," 


(BARK 30-26) 


The evidence shows that during the period when wartime price 
controls were effective, the members of the Prairie Section continued 
to meet and arrange for the carrying out of common policies within the 
limits resulting from the emergency controls, This is illustrated in 
a letter written on April 1, 1946 by A. E. Nelson, manager of Rarber- 
Ellis, Winnipeg, to Barber-Ellis managers in Regina, Calgary and 
Edmonton, following on an authorization by the W,P.T.B. for an increase 
in fine paper prices: 


"Here are the new price sheets, and following through 
instructions from Mr, E, H, Ellis, and Mr, K. W. Murphy, 
this is what you are to do, The writer has also met with 


the heads of Mid-West Paper Sales, and Clark Brothers, 
and they have agreed to the following: 


Any goods that you have already delivered, are to 
be invoiced at the old prices. 


411 other orders, starting first thing Monday, 
April lst, are to be invoiced at the new prices. That 
means that everything you have in stock is to be sold 
at new prices. Also, if Mill Shipments left the Mill 
Jast week at the old price, and you don't charge then 
until this week, when you get them, you are to charge 
them at the NEW RICES, 


(BER 4-3) 


It has already been mentioned that price controls on a number 
of grades of fine papers were removed on January 13, 1947 and that price 
increases were authorized for certain grades of paper remaining subject 
to price cedlings. January 14, 1947 there was a meeting in Winnipeg 
of the Prairie Section. The minutes for the meeting show that a number 
of Hodder & Moffitt Schedule sheets were issued and that the changes in 
prices as incorporated in these were “effective 15th January 1947". The 
minutes also give sheet numbers for sheets not yet completed and after 
listing these go on to say: 


"In so far as the above items are concerned prices of llth 


January 1947 will govern until new prices received- these 
to be effective when received. 


(HRC 425) 


This passage in the minutes was drawn to Mr. Williamson's attention when 
he gave evidence. The transcript is quoted: 


"Qe. . .« ¢ That was the decision of the meeting, was it? 
A, I think so, yes; somebody suggested it, anyway « 
Q.- And it was concurred in by all the other people present? 


4. We don't go in for votes, and all that sort of thing. 
Nobody objects, and there you are. 


Q. It is taken for granted, if there is no objection, 
that the others do concur, is that correct? 


A, Yes, I think so. 


Q. And will abide by the decision, unless they state to 
the contrary? 


~ gs 


A. Unless they state to the contrary, yes." 
(Evidence, pe 2173) 


Also at the meeting of January 14, Messrs. Clark (Clark Bros.), 
Lebeau (Mid-West Paper) and Nelson (Barber-Ellis of Winnipeg) were named 
"to work with the Secretary in arriving at fair and reasonable prices on 
items hereunder" which included millboards and cut-to-size sheets. 


R. G. Lebeau's letter of March 29, 1947, written to his company's 
Calgary branch concerning the production of a new printers! price list b;r 
that branch, said: 


u 
eo e ® 


We assume that you have checked with the Edmonton proof and 
whatever grades are listed in the Hodder-Moffitt Book, of 
course, are standard, but anything not listed in the Hodder- 
Moffitt Book, should be based on Winnipeg prices plus freight 
differentials to Calgary, which final selling price should be 
in accord with the Edmonton Book, and also as agreed upon 
with your competitor." 


(MID 65-4) 


A peculiar quirk in the pricing system was apparently removed 
in May 1947, as on May 7 Mr. Nelson (Barber-Ellis, Winnipeg) wrote to 
the Barber-Ellis offices in Regina, Edmonton and Calgary and said: 


"Tt has been agreed by the Sales Director (K. W. Murphy) 
that the three Prairie Provinces should adopt a uniform 
system for arriving at cut sheet prices and this system is 
explained on sheets 852 and 852A of the Hodder & Moffitt 
schedule. 


These new cut sheet prices are effective immediately 
and are also being put into effect by Mid-West Paper Sales 
and Clark Bros. Actually this is the same list that has 
been used for some years in Alberta and it does away with 
the possibility of a customer buying cut sheets on a lower 
price than he could buy the full sheets. 


As soon as the details can be worked out, cut sheet 
schedules giving a break down of various grades and sizes, 
Shxll and 8x14 will be issued but in the meantime we would 
ask you to figure them out according to the new formula." 


(BEE 7-4) 
For some time prior to July 1947, six buyers in Saskatchewan 


were getting special prices from the merchants on direct mill shipment 
purchases of bristols, blanks and covers. After some negotiating 
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between Messrs, Lebeau, S. Clark and K. W. Marphy (Barber-Ellis) these 
were apparently cut off, as on July 15 Mr, Lebeau wrote to Mr, Murphy: 


"Thanks for your letter of July 14th in connection with 
special arrangement which we formerly had in effect for 
Saskatchewan only covering direct Mill shipments on 
Bristols, Blanks, and Covers, 


Have written our Branch Managers advising that this 
special concession for Saskatchewan has now been dis- 
continued and that in future we are in agreement that 
the new 20% discount from regular price list will apply 
on quantities of 25M sheets of one grade and over, 


Thanks for your co-operation. We believe this is a step 
in the right direction," 


(MID 49-3) 


After Provincial Paper announced its "Thriftcoat" line, this 
being a machine coated paper, it was decided at a meeting in Winnipeg 
on June 17, 1947 that it should "be carried trimmed four sides, cased" 
and that discounts for quantity would be "as for Coated Books" (BARK 3-134). 
At this same meeting the subject of "new lines" was discussed, The 
minutes include the following: 


NEW LINES No new permanent lines shall be offered for sale 
to the Trade without notification to the other 
members at a Council meeting, 


If new lines are added by one member they shall 
be made available to other members on a_ basis 
of discount agreeable to the firms concerred, 


(BARK 3=13A) 


The only real difference between this regulation and one that had been 
included in sheet 104 of the Hodder & Moffitt Schedule (HOt I6~9} 
since at least June 5, 1937, was that the word "permanent" had been added. 


It will be remembered that merchants! ex-warehouse prices were 
closely related to the quantity involved and to the unit packages in which 
the papers were put up. Thus in January 1947, after the mills started — 
packing certain papers in packages of 1000 sheets as compared with the 
former 500 sheets per package, any customer buying 500 sheets of a sul- 
phite bond paper from a Winnipeg merchant would have paid the less than 
package price, which was 5¢ per 1b. over the package price, Because of 
this change and the extra charge for paper in less than package lots, the 
Winnipeg buyer would on January 15, 1947 have paid $3,50 for 500 sheets 
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of No. 7 bond in a weight of 16 lbs. per 500 sheets, measuring 17" x 22", 
whereas, had the paper not been carrying a "broken package" surcharge of 
5g per lb., the price would have been $2.70. A letter written on July 2, 
1947 by A. E, Nelson, manager of Barber-Ellis, Winnipeg, to the Barber- 
Ellis offices in Regina, Calgary and Edmonton shows what happened when 
merchants still carrying packages of 500 sheets of certain papers had, in 
accordance with an agreement of January 14, 1947, sold them at the broken 
package price: 
"It was agreed by all members of the C.P.T.A. on the 

Prairies, that we would revert to the full package price 

on 500 sheets and over on Bonds, Writings, Manilla, Mimeo, 

as of Thursday, July 3rd. 


We realize that it may be thirty days or more before 
we secure the new pack but there was so much bitterness 
amongst the customers when we went to the broken package 
for less than 1M sheets even before our stock of 500 sheet 
packages had been used up, that we felt we should change 
back immediately, 


You will please take note that Onionskin is still 
packed 1M sheets to the package and less than 1M sheets 
takes the broken package price," 


(BEC 12-6) 


The matter of fixing a new end date beyond which merchants! 
customers should not get the 2 per cent cash discount on ex-warehouse 
sales was considered in late 1947. On November 10,K. W. Murphy of 
Barber-Ellis wrote to Mr, Nelson of Barber-Ellis, Winnipeg: 


"At a meeting with the managers of our Prairie branches, 
it was decided to change our cash discount date to 2% 20th, 
first following month. Mr, Moffitt suggested that this change 
be made January 1, 1948, and I would ask Mr. Nelson to clear 
this through the Winnipeg Council and advise the Saskatchewan 
and Alberta branches if this is agreeable to Mid-West Paper 
Sales Ltd,, Clark Bros, and Hillier Paper Co, If it is, have 
your term stamp changed to read 2% 20th, instead of 2% 25th, 
and start using this January 2nd." 


(BEW 22-26) 


There was a meeting of the Prairie Section on November 14 and 
the minutes say: 


" 


CASH SETTLE- One member advised cash settlement terms 
MENT TERMS as 2% - 20th month following, effective 
on purchases after lst Jan. 1948. 


(BARK 3-9) 
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Although the change is referred to in the mimtes as the unilateral 
arrangement of one party, on November 14, the same day as the meeting, 
Mr, Nelson wrote to the Barber-Ellis offices in Calgary, Edmonton and 
Regina and said: 


"It has been agreed by Mid-West Paper Sales, Clark 
Brothers, Hillier Paper Company and Barber-Ellis, that 
commencing Jan. 2nd, 1948 we will use the new discount 
date on our invoices, This to be 2% 20th F. F. M. 


| (BEE 7-3) 


It would seem that an agreement was reached at the meeting and that the 
minute was drawn in a form that, whilst not mentioning agreement, would 
record, for those familiar with the procedure, that a new regulation was 
to come into effect, 


Hodder & Moffitt Schedule sheet No, 102, dated February 2, 1948 
replaced a sheet of the same number dated Jamary 23, 1941 (CBC 6-1), The 
1948 sheet included the following: 


TERMS _OF Terms of settlement shall be net thirty days 

SETTLEMENT from lst of month following date of invoice, 
Cash discount of two percent shall be allowed 
if payment is received not later than the 20th 
of the month following date of invoice, except 
direct mill shipments which shall be net thirty 
days from date of MERCHANT'S invoice, no cash 
discount. 


(HOW 16-7) 


The only difference between the passage quoted and the regulation on the 
same subject in the 1941 sheet is that in the 1941 sheet the limiting 
date was to be the 25th of the month following the sale rather than the 
20th. 


On December 11, 1947 R. G, Lebeau, then general sales manager 
of Mid-West, wrote to Hodder & Moffitt, Winnipeg, and spoke of an error 
that had been made in the calculation of ex-warehouse prices on "machine- 
coated book" papers. His letter closed: 


"We attach hereto statement showing how present day selling 
prices are arrived at. You will note that this means a4 re- 
duction in our selling price of 3g per pound for Manitoba 

and Saskatchewan, and #¢ per pound for Alberta, We believe 

that correction should be made and we should adopt these new 
selling prices immediately. 
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Under the old schedule it was understood that the 90M sub- 
stance would automatically sell at 50¢ per hundredweight 
over the 100M substance which after all is only an arbitrary 
ruling, Therefore we have figured out the proper selling 
prices on 90M substance should be as well, 


At the next meeting we propose to have these new selling 
prices adopted will you please put in your file to bring 
up at the next meeting." 


(MID 51-1) 


Mimates for the meeting held in Winnipeg on December 16, 1947 include 
the following: 
) 


MACHINE COATED Ex Warehouse sheet to have 90 M added. 
BOOK 


(HOW 13-9) 


4 Hodder & Moffitt Schedule sheet, including prices for this paper, was 
issued under the date of December 17, It will be seen from the following 
table that price reductions were made in both 100M and 90M weights of 
this paper. 


Table XII 


Prairie Ex-Warehouse Selling Prices for Machine Coated Paper 
October - December 


1947 


Manitoba Saskatchewan Alberts 
Full Broken Full Broken Full Broken 
Pkge, _Pkee, Pkee. _Pkec. Pkee. _Fkge. 
Sheet #432 
October 11, 1947 Thriftcoat 
100 M up 17.50 20.50 18,00 21,00 18,50 21.50 


Sheet #432 

December 17, 1947 Thriftcoat 
100 M up 17.25 ..20.25-. 17,75 20.75.,.18.00 .,21,00 
90 M 17.75 20.75 18,00 21,00 18.50 21,50 


Sources: October 11, 1947, Hodder & Mof fit Schedule sheet (BARK a} 
December 17, 1947, ~=+'" nm (BARK 22-55 
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In March 1948 the mills increased their prices with Provincial 
leading on March 1, There is considerable evidence to show that the 
Prairie merchants met on March 12 and decided to put new ex-warehouse 
prices into effect on March 22. In part the delay was caused by their 
need to wait until the Hodder & Moffitt Schedule sheets had been pre- 
pared for use, There was another series of mill price increases in 
May and June 1948, the first of these being made by Rolland with effect- 
ive date of May 20 ami the last by rrovincial on June 15, On June 2 K. 
W. Murphy wrote to G. Stott, manager of the Barber-Ellis outlet in Cal- 
gary: ‘ 


"The writer was at a meeting at Hodder & Moffitt's 
office yesterday and Mr. Don Williamson of their Winnipeg 
office was there, He told me that he had the Prairie 
prices on paper ready and there would be a meeting in 
Winnipeg likely Friday of this week to confirm them, 
These will likely be made effective in Manitoba, Saskat- 
chewan, and Alberta, Monday, June 7th. This date will 
be confirmed by Mr. Nelson when he sends you the new 
paper resale sheets." 


(BEC 2-1) 


On June 4 Mr, Nelson wrote to the Barber-Ellis offices in Calgary, 
Edmonton and Regina: 


"We are enclosing about 90% of the new price sheets 
and these will be made effective by all paper companies 
on Monday, June 7th, 


We know that you are still short on Coated Blotting, 
Gummed Papers, Shipping Tags, etc,, but we will send then 
along as fast as we can, In the meantime we will contime 
to sell on the old prices, 

1] 


ex 1-1) 


Whereas Provincial had been the first mill to raise its prices in March, 
it was the last mill to do so in the May-June movement, Apparently, this 
particular delay caused the Prairie merchants very little trouble as on 
June 17 R. G. Lebeau of Mid-West Paper, Winnipeg, wrote to his company's 
branches: 


"We attach hereto Provincial Paper price list dated June 
15th/48 covering new increased prices effective immed- 
jiately. 


These are your costs and are for our own internal use 
only. 


The increased selling prices on these grades were sent 
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you some time ago through a Hodder & Moffitt sheet, 
that is, covering Book and Coated, so you have the new 
selling prices on practically all the lines, ... 

a" 


(MIC 4-4) 


Mr, Lebeau had already, on June 4, provided the branches with ex-warehouse 
and direct mill shipment prices and told them that they were in effect 
from June 7, 1948 (MIC 5-1). . 


From time to time during the remainder of 1948, and in 1949 for 
as long as documentary evidence is available, Hodder & Moffitt issued new 
schedule sheets showing changes in prices or prices for new lines added ty 
the mills, During this period there was no general price change by the 
mills, The re-issue of one schedule sheet took place after Mr. Lebeau 
wrote to D, Williamson on November 12, 1948 and said: 


"Attached hereto is new Provincial Paper price list dated 
October 15th which record you should have in your office 
for future reference, 


We would point out that Provincial are now making several 
new grades of Book Paper and it will be necessary to in- 
clude on your sheets the selling prices ex stock and ex 
thy the following (which do not appear at the present 
time). 


Propaco 
Thintext 
York Multipurpese E.F. and S.C. 


In addition, we will be requiring ex stock and ex Mill ' 
prices on Offset Paper - white and colors, fancy finish." 


(HON 4-126) 
As he often did, Mr, Williamson referred the request to Ivan Moffitt: 


"Here is copy of memo from Mid-West re certain sheets 
required to cover some new provincial lines. 


We. have Provincial's Price Sheet of date, 15th 
Octeber. 


Please disregard Mr, Lebeau's reference to ex stock 
and ex mill prices on Offset Paper since we believe these 
are covered by our sheets 332, 22/10/48 and 364(a), 15A0/48. 


Could you sketch out a lead for us on which to figure 
cut these other lines," 


(HOW 4-12D) 
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Mr, Lebeau sent Mid-West's branches Hodder & Moffitt Schedule sheet 
No. 335 on November 29, saying: 


This replaces former sheet and you will note that this 
sheet now includes prices on Multi-Purpose Book in both 
E.F, and S.C." 


(MIR 1-11) 


Stuart Clark of Clark Bros,, Winnipeg, wrote to his firm's 
Edmonton branch on November 25, 1948 concerning a proposed purchase by 
the Alberta King's Printer: 


"We are very much interested in the quotation you are making 
oh Schnitka for 30M lbs. of Rolland's Duplicating Azure, 
e111) 


George Brain (Rolland 's Winnipeg representative) is writing 

you toda in connection with delivery and I explained to him 
that it must be delivered between Jan. 15th and March 15th, 

preferably to be completed by Feb. lst, 


You mentioned a price $16.40. 


On the last Hodder & Moffitt price sheet dated October 15th, 
#264, Rollands Duplicating, All clear duplicator, #2 Mimeo- 
graph, cut sizes &h x ll, etc., price for white in ten ton 
lots is $14.65, delivered Edmonton, to this you would add 
$1.00 for Azure, which is the up charge in lots from 5 to 
18 tons. You might mention in yur quotation that if they 
increase their order to 36M lbs, the up charge on 18 tons 
and over for Agure is .75¢, which is a saving of 25¢, 


This stock is put up in protected bundles and there is no 
such thing as unprotected bundles on this stock, Rollands 
will not put it up that way. 


The only saving Schnitka could make is to have this put up 
in skids which would show a saving of 15¢ cwt. 


There is no such thing as having this stock untrimmed, 
We presume and hope that you will be sitting in with the 
other Paper Merchants, and if all things are equal there 
is no reason why you shouldn't get the business .. ." 
(CBE 1-3) 


It was apparently about this business that Mr. Webber, Smith, Davidson & 
Wright manager in Edmonton, wrote to his company's president on December 


~,2703¢ 


20, 1948: 


"Replying to your letter of December i7th I am sorry 
to inform you that Barber Ellis obtained the order for 
Rollands Azure Duplicating Paper size S4xll, 


However, the writer knows that as far as Clark Bros, 
and ourselves were concerned our bids were identical, 
however, we do not know if Barber Ellis cut the prices." 


(SDE 1-1) 


Information on just what Barber-Ellis did in this case was not obtained, 
However, when the Edmonton manager for Barber-Ellis wrote to K. W. Murphy, 
then the sales director of Barber-Ellis on November 8, 1948 concerning a 
tender to be in by November 26 to the Edmonton School Board, Mr. Murphy 
replied: 


"The writer has your letter of November &th, also a 
copy of the Edmonton Public School Board Tender, 


In the first place, it is pretty difficult for me to 
tell you how to handle your quotation on mimeograph and 
bond paper. I realize that a retail druggist took most of 
this business last year but you will remember when we dis- 
cussed it you thought you might get in bad with some of 
your good printer customers if you sold the School Board 
at lower prices than you would them, You are on the 
territory and you will have to decide whether you can do 
this or not. 


My personal opinion is that the paper houses should 
get together in Edmonton on this tender and quote prices 
that you think will secure the business, I think if you 
all do this separately it will only widen the breach 
between all houses, but if you get together and decide 
what to quote, then you will just have to take a chance 
on getting all or part. Possibly there won't be enough 
money in it to make it interesting to go after this 
business, but I still think you should get together 
and decide this. 


(BET 18-1) 


The Hodder & Moffitt Schedule for the Prairies was amended from 
time to time during 1949. Thus, when in February Howard Smith re-introduced 
Statesman Script, a letterhead paper, Ivan Moffitt so advised D, Williamson 
and at the same time gave him some resale price information, Hodder & 
Moffitt Schedule sheets covering both ex-warehouse and direct mill shipment 
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prices for this paper for the Prairies were issued under date of February 


(e) c s in itish Columbia Section, C.P 


From early 1935 on there were four members in the British 
Columbia Section of the C.P.T.A. Three of the four, Barber-Ellis of 
Vancouver, Columbia Paper and Smith, Davidson & Wright, were still 
members of the C.P.T.A. in 1950. The fourth company, Coast Paper Company 
Limited, got into financial difficulties in 194] and was succeeded by 
‘Coast Paper Limited, which was still doing business in 1950 as a fine 
paper merchant and was a member of the C.P.T.a. 


ks There was little available record during the investigation 
of the joint activities of the British Columbia merchants prior to 
the formation of the Paper Distributors Council of B.C. (P.D.C.) in 
January 1935. Shortly after the organization meeting of this group 
which was held on Jamary 7, 1935 the four fine paper merchants then 
Peay in Vancouver applied for membership in it in the following 
erms % 


"We (I) hereby make application for membership in the 
Paper Distributors Council of B.C. and agree to abide 
by the Rules and Regulations governing same and as 
approved by the Council." 


(PDC 102-2) 


The applications were accepted and from then on the fine paper merchants 
formed the Fine Paper Division of the P.D.C. 


In addition to fine paper merchants the P.D.C. had in its 
membership distributors of coarse papers who formed a Coarse Paper 
Division. It was the practice of the Paper Distributors Council of 
B.C. to meet at least once a month except in summer periods when there 
was customarily a longer interval between meetings. When the P.D.C. 
meetings had disposed of the business of interest to both fine paper 
merchants and coarse paper distributors they adjourned and if there was 
any business to be done each of the two divisions had a meeting of its 
own. John Cowan, whose appointment as secretary to the P.D.C. dated 
from January 1, 1935, kept detailed records of the proceedings at the 
P.D.C. and Coarse Paper Division meetings which he regularly attended. 
Ordinarily minutes were not kept for meetings of the Fine Paper Division 
although in a few instances Mr. Cowan did attend and make a record of 
the proceedings. 


At the meeting of January 7, 1935 the P.D.C. adopted "Rules and 
Regulations". These “Rules and Regulations" which were often referred to 
in later years as the "By-laws" have many similarities to those of the 
then recently founded Ontario Fine Paper Council. They were amended 
slightly several times during the years 1935 to 1949 but the amendments 
were not of such a character as to change their substance in any important 
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respect. The records of the P.D.C. show that at least once each year 
consideration was given to the “Rules and Regulations" to see whether 
the members thought they needed amendment... 


One of the sections of the "Rules and Regulations" was as 
follows: 


ADHERENCE TO That, notwithstanding any arrangement 

REGULATIONS to the contrary or any deviations from this 
principle that may have taken place, each 
member agrees to not directly or indirectly 
make any proposal or bargain nor do any act 
that would influence any sale’or sale con 
trary to the accepted regulations, trade 
customs and schedules. 


Members must definitely agree to abide 
by established pices and terms of sale and, 
in the event of any member having a reasonable 
doubt of any other member not conforming to 
same, he will place the facts before the Sec- 
retary in writing. 


The Secretary will communicate with the 
alleged offending member and make the necessary 
investigation to establish the facts. The re- 
sult of the investigation will be given to the 
member who made the complaint and, in the event 
of the member who made the enquiry not being 
satisfied with the explanation, then the whole 
matter will come before a meeting of the members 
of the section affected, of which due notice 
shall have been given all members. 


(PDC 59-237) 


The full text of the Rules and Regulations of the Paper Distributors Council 
of B.C., as amended to February 5, 1935, will be found as Appendix VI to 
this report. Subsequent amendments do not change it in material respects, 


The Fine Paper Division of the P.D.C. operated in British Columbia 
as the B.C.Section of the C.P.T.A. Because the British Columbia merchants 
paid dues to the P.D.C., the fees charged to its British Columbia members 
by the C.P.T.A. were not as high as they were in other territories where 
Hodder & Moffitt looked after the local secretarial duties as well as those 
pertaining to the national organization. 


The group arrangements in effect between the fine paper merchants 
of British Columbia were different in some important respects from those on 
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the Prairies and in castern Canada. For one thing the British Columbia 
merchants did not use a pricing manual, They did, however, have a 
mark-up schedule in which the basic percentages of mark-up were 
occasionally changed. The procedure, when a price change was in- 
dicated, was that one or more of the members would calculate the nev 
prices, using the forma established in the mark “up schedule, and 
after the calculations had been completed the four members would meet 
and compare their new prices. Any differences would be checked and the 
required corrections would be made before their amended printer's price 
lists were issued. F. L. Arthurs of Barber-Ellis, Vancouver, gave evide 
ence about meetings which were concerned with price list changes: 


"Q. Would you work from your old price list and just make 
the corrections on the old price list? 


A, Yes, preparing copy for the printer, in other words, 
Then, hold meetings with the dthor houses and compare 
extensions, 


Q. Was that the purpose of the meeting, to see. if you had 
made any clerical or mathematical errors? 


« That is right, sir. 


A 

Q. You would go down each particular sheet? 

A. That is right. 

Q. And if you discovered they were not the same you would 
then find out which one had made a mistake? 


A. Yes, sir. 


Q. So, by the end of the meetings you would have all the 
same prices for the extensions? 


A. For the lines which we carried," 
(Evidence, p, 2815) 


All that remained for the members to do after completing such a session was 
to decide when the new prices should become effective, Documentary evidence 
shows that these meetings contimed to be held, when necessary, in the poste 
war period, 


British Columbia merchants quoted ex-warehouse prices on a per 
1000 sheet and a per 1b, basis in their published price lists. Quantity 
discounts were allowed from the prices so listed and the minimum and mximum 
rates allowed are shown in the following table. Although a buyer, to get 
these discounts, was required to take delivery of the full order at one 
time, he was allowed certain assorting privileges which meant that the 
buyer could buy a variety of papers within the gersral classification, 
and still get the discount as long as they all added up to the minimum 
quantity required for such discount. 


= 


Minimum and Iaximum Quantity Discounts Allowed 
by B.C. Fine Paper Merchants 
February 1949 
(Ex-Warehouse Sales) 


Minimum Quantity Maximum Quantity 
Discount Discount 
Number of Discount Number of Discount 
Type of Paper Sheets _ g Sheets % 
Book Papers 5,000 5 25,000 15 
Coated Papers 2,500 5 10 ,000 LS 
Cover Papers 2,500 5 10,000 15 
Bond Papers 5,000 oS 50,000 15 bond only) 
25,000 10 (other bond 
papers ) 
Cardboards & Bristols 1,000 5 10,000 20 
Blotting Paper 2,500 sl 10,000 10 
Tag Manilla 2,500 10,000 10 


When there were changes in the British Columbia merchant's fine 
paper mark-up schedule they were confirmed by Mr. Cowan putting out new 
sheets No. 108 and 109 which were part of the limited price schedule that 
he published on direct instruction from the Fine Paper Division, A copy 


of this schedule put out under date of May 7, 1947 follows. 


purposes a column showing the percentages of basic pene as agreed on 
April 5, 1938 has been inserted: 


May 7, 1947 


BRITISH COLUMBIA 


MARK-UP SCHEDUIE 


COST BASIS 


IMPORTED 
LINES 


CANADIAN 
LINES 


MARK=UPS 


FRINTER'S PAPERS 


Mill price, exclusive of cash discount 
Plus - freight, duty and all charges 
Plus - 25¢ in-house handling 


Mill price less loyalty discount if 
applicable. 

Plus 25¢ in-house handling 

Plus freight at $1.35 per cwt. if price 
not "delivered". 

Plus differentials for trimming, casing 
or wrapping. 


To laid down costs on above basis the 
following rates of mark-up are to be 
added to arrive at resale prices. 


ADJUSTMENT Resale prices to be adjusted to nearest 


25¢ per cwt. or nearest 10¢ per 100 or per 
1000 sheets in the case of the broken 
package price. Full pack-prices are not 
adjusted, excepting in Covers, Gum Paper, 
lightweight Papers and Cardboards, which 
are adjusted to nearest 10¢. 


For comparison 
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April 5, 
Grade Full Pkg. Broken (add) 1938 
White Book Paper - S.C, & E.F, 
& Tariff 55% 3g lb. 50% 
Book Paper-Colored 60% 3¢\.1b- 55% 
Offset - White - Plain Finish 55% 3¢ 1b. 50% 
Offset - Colored - Plain Finish 60% 3g lb. 55% 
Offset - White & Colored - 
Fancy Finish 60% 3g lb. 60% 
Eggshell - White & Colored 60% 3¢ lb. 
Deckle Edge - Text Papers 60% 5¢ lb. 
Text Papers 720% 
Coated - White; Coated - Litho 55% 5¢ 1b. 60% 
Coated - Colored & Dullcoat 60% 5¢ lb. 65% 
Covers 65% 25% 
Coated Covers - 55% 25% 
No. 7 Bond White & Colors 50% 6¢"Liy 50% 
All other bonds 55% 5¢ lb 
Other Bonds - White 50% 
Colored 55% 
No. 5 Ledgers 55% 5¢ 1b. 60% 
411 other Ledgers 60% Sd lia 60% 
Mimeograph - White 50% 5¢ lb. 55% 
Colored 50% 5¢ lb. 60% 
Manilla Writing 50% 5g lb, 50% 
White Wove Writing 55% S¢ lb. 
Lightweights, Onionskins 60% 25% 65% 
Blanks & Bristols 65% 25% 65% 
Tag Boards 50% 3¢ lb. 
Blottings - White 60% 5g lb. 60% 
Light colors 60% 5¢ 1b. 65% 
Dark colors 60% 5¢ lb. 70% 
Gummed Papers - White 65% 25% 75% 
Gummed Papers - Colored 725% 25% 75% 
Safety Cheque 60% 25% 60% 
Cut Cards, Ruled Goods, 
Shipping Tags 65% 7 
Boxes 50% 25% 
(PDC 4-142) 


It will be seen that where the mark-up rate was 50 per cent and a quantity 
discount of 15 per cent was allowed, the percentage of gross profit was 
272 per cent on a cost figure which included freight, Allowance of 

a 3 por cent cash discount would reduce this to 24.95 per conte 


The British Columbia merchants resisted the introduction into that 
Province of delivered pricing systems under which direct mill shipments would 
be made at the same price whether the order was placed through a merchant or 
directly with the mill without merchant participation. Such a system would 
involve better prices for customers buying in mill quantities than were 
presently in force, but less profit for the merchants, 
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When at the start of 1940 delivered prices on book papers in 
direct mill shipment quantities were being quoted in eastern Canada and 
the Prairies by both mill and fine paper merchant, the British Columbia 
merchants retained a different system under which they would quote 
"import prices", which will be described later. It seems that their 
ability to operate on a somewhat independent basis was founded on the 
following facts, The mills, with the exception of Eddy, did not have 
resident representatives in Vancouver and consequently had few direct 
mill customers, There was not, therefore, much occasion for trouble 
by reason of one printer buying cheaper from a mill than another could 
buy through a merchant. Again, the shipping of less than carload lots 
direct to fine paper consumers was relatively expensive, particularly 
as the mills, with the exception of Eddy, had no organization to look 
after the orders when they got to Vancouver, The apparent result was 
that in practice such shipments were not made, As the number of cust- 
omers that could buy in carload lots was limited, the stand taken by 
the British Columbia fine paper merchants was very effective. Barber- 
Ellis, Columbia Paper, Smith, Davidson & Wright and Tees & Persse 
(Eddy's agent) had railroad car sidings from which direct mill ship- 
ments on the price delivered basis, if included in their cars, might 
have been handled. Having taken a stand against delivered prices, 
however, it was obvious that they would not permit their stand to be 
defeated by permitting the mills to make enclosures of papers ordered 
direct from the mills, and enclosures were accordingly refused except 
for each other and a few non-competitive buyers such as Pioneer En- 
velopes Limited. The position the merchants had gained and which they 
held was clearly described in a letter written on June 30, 1942 by 
G. A. Davidson, sales manager of Howard Smith to J, R. Nixon, the 
company's Winnipeg representatives: 

v 


In regard to B. C. regardless of the Book bracket being 
F,O.B, Mill, carlot rate of freight and cartage allowed, the 
merchants there have never accepted resales in the various 
categories as set forth in book grades, as you will have 
observed from their price lists, 


Through the Merchants Association of Vancouver, they 
established through Ivan Moffitt, their Secretary in Toronto, 
very definite instructions in regard to enclosures in merchant's 
cars, We cannot, without their consent, accept enclosures for 
others than the following 


Barber Ellis of Vancouver Limited 

Columbia Paper Company 

Smith, Davidson & Wright Limited 

Pioneer Envelopes Limited 

Coast Paper Company 

Grant & Sons 

Bulman Bros, B. ©, Lithographing & Printing 
F, C. Smith Litho 
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Bear in mind that we do not prepay freight and on such 
grades of paper as are F.0.B. ifill carlot freight and 
cartage allowed, which is included in miscellaneous 
cars, they receive credit note on the amount of freight 
paid on these items, but they discharge freight charges. 


We do not control the cars. If we pooled our cars 
and made shipment to our order, it would be somewhat 
different. You must realize that practically all of 
these Vancouver customers are on their own track siding, 
So that it would be futile to consign cars to our order 
and then pay cartage. We even have to receive their 
Sanction to accept enclosures trom other mills to be in- 
cluded in our cars for merchant's account and unless you 
have authority for the enclosure in car consigned to any 
merchant, not in the group above mentioned, I would sug- 
gest you obtain permission for the enclosure to be made.” 


. 


(HSW 25~18) 


In these circumstances, the merchants were able to operate 
pricing systems that were different from those being used by mill or 
merchant in other territories. As far as bond papers are concerned, - 
this difference continued up to the time of this investigation, with 
the merchants generally pricing such papers, as above indicated, ata 
mark-up of not less than 50 per cent, a maximum quantity discount of 
15 per cent and a cash discount of 2 per cent. 


In respect of book papers, the course of events was somewhat 
different. For some years the merchants, continued to employ a general 
system, already referred to, under which book and coated papers could 
be bought on an "import" order basis. The word "import" in this context 
applied to papers of Canadian manufacture which were ordered specifically 
from the mill to meet the order of a customer in British Columbia who 
had, of course, to wait for such paper to come forward from the mill. 

In pricing such shipments to their customers, the merchants used, not 

the delivered pricing system in effect elsewhere, but their own price 
formula which was based on an f.0.b. mill cost plus freight and handling 
charges, to which a mark-up peculiar to the British Columbia organization 
was added, to arrive at a price to the customer less favourable than 

the delivered prices offered by the millse A mcmoraundum under date 

of July 23, 1940 set cut the method tc be used in calculating such 

import pricos. It showed that import pricos on white, No. 1, E.F,. 

book paper were to be calculated as follows: 
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5 Tons to 18 Tons 


" 1-Ton to: 5000, lbs. 35,999 lbs, and Up 
4999 lbs. to 9999 lbs. Min. Item Min, Item 
One Item One Item 5000 lbs. 10,000 ibs. 
Freight Delivered OAS et ai Ls 
8.95 8.55 8.10 7.80 
Less Mill Quantity Disc. 94 .80 4% Pe eters A 216 0% it 
8.15 8.21 7.94 am 
Less Loyalty 5% -40 eal 39 239 
alto 7.80 TiO. 7T.AL 
Plus Crates & Handling .40 -40 -40 -40 
Vancouver Cost for 
Figuring Prices 8.15 8.20 i Bee Teae 
Profit Det meelh nelien diGint tae, kaldeGentlle >. 76 
10.19 9,84 9.15 8.59 
Make Price Del. Vancouver 10.20 9.85 9.15 8.60 
If on SKIDS deduct .25¢ per Cwt. 
Sinmcen (PDC 51-3C) 


In central Canada at the same time the price to a printer on white 
No, 1 E.F. book paper packed on skids was, for the quantities shown, as 
follows: 


1 Ton to 5000 lbs, to 5 Tons to 18 Tons 
4999 lbs. 9999 lbs. 35,999 lbs, and up 
$8.20 $7.80 $7.35 $7.05 


Ivan Moffitt, in a letter written on November 18, 1946 to T. Havill, 
who was then the chairman of the C.P.T.A.'s Mills Relation Committee, said: 


"The present situation at the Coast is entirely of the 
Merchants! own making, When the ills some years ago instit- 
uted delivered prices to the Merchants in the East, the same 
proposal was extended in the Prairies and British Columbia. 
The basis was an upcharge over Eastern prices of 75¢ for 
Winnipeg and Vancouver, $1,00 for Regina and Saskatoon and 
$1.25 for Calgary and Edmonton; such prices to apply deliv- 
ered at destination, 


The Merchants in the Prairies, after some hesitation, fell 
in line with the proposal, The B.C, Merchants held out and 
continue at their own request to buy on the f. 0, b. Mill basis, 
The reason for this, according to their claim, is to control 
the orders included in cars as shipped to them from the Mills. 
There are perhaps half-a-dozen accounts buying some or all of 
their paper direct from the various Mills, These include two 
or three lithographers, a couple of publishers and Clark & 
Stewart Limited, a combined lithographer, printer and stationer. 
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As mich as I can make out, by holding to the f.,o.b, 
Mill basis the laid down cost of paper at the Coast is 
more than if the Mills! offer of delivered prices had 
been adopted, The further point comes into it that the 
Mill proposal was for prices delivered at destination, 
which would include cartage or distribution costs, As 
it is now, all direct Mill shipment orders sold by the 
Merchant are consigned to the Merchant in order to main- 
tain the principle of controlling the orders going into 
a car, and the Merchant then is stuck with the distribut- 
ion cost, 


(TH 4-36) 


The 1947 annual meeting of the C.P.T.A. was held in Vancouver 
in May and was attended by representatives of the mills, On May 15 W. H, 
Aird of Howard Smith wrote to A. E. Smith of the same company and said: 


w 
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Effective June lst the book paper structure comes into 
force in B.C. Page 4-00M of price book will be changed to 
read 'Note re Prairie and B.C. prices'!, Page 4-10 will be 
changed to read exactly the same as Winnipeg prices, The 
same remarks apply to litho price sheets, special book and 
offset. 


Provincial's price sheets will read differently but 


amount to the same thing. They show for Western prices 
'Upcharges over Eastern prices for freight 


Merchants Direct Acs, 


Winnipeg 0 75¢ 1.00 
Regina & Saskatoon 1,00 1.25 
Calgary & Edmonton 1.25 1450 
Vancouver a5 1.00 


Will you please see that new price sheets are issued and 
mil] invoicing changed on shipments June lst onwards. 


(HS 108-1B) 


H. &, Miller of Columbia Paper who was chairman of the Fine 
Paper Division of the P,D.C. at the time, a position which in Mr, 
Moffitt's words "carries with it the job of chairman of the B.C. Section 
of C.P.T.A. and as such a member of the Executive Committee" of the 
C.P.T.A. (TH 4-34) gave evidence on the change of practice involved: 


ng. 
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I show you a letter code number CCL 8-3, dated May 31, 
1947, serial #22018, Can you identify that as a copy 
of a letter written by you? 
MR, MONTGOMERY: Did you write that? 
THE WITNESS: Yes, sir, I recognize that. 
BY MR. GOFREY: 
You say to Mr, Ramsay of Alliance: 
“We have instituted your list for ship- 
ments on and after June 1, and much as 
we hate to do this as it certainly cuts 
our profit tremendously. Whether we are 
going to be able to stand it or not a 
few months will tell,' 


How was it that this structure came in when you say 
here that you hated to do it? 


That was the new book mill arrangement which included 
coated stock, 


EXHIBIT No, 476 - Letter dated May 31, 1947; 
code CCL 8-3, serial #22018. 


BY MR, GODFREY: 

Was your company opposed to instituting that? 
We were for years, Our president was for years, 
Were the other merchants in favour of it? 

I could not say. 


How did it come about that it was instituted over 
your opposition? 


It was instituted after I took over the business. 


You were still opposed to it. How did it come about 
it was instituted in spite of your opposition? 


We just had to give in to the mills, I guess, 


You had a meeting out here on the subject, didn't 
you, during the annual convention that year? 


Possibly it was discussed then. 
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Qe And you recall at that time, although you did not 
like it, you agreed to having it adopted? 


A. I definitely told them I did not like it, 


Q. In spite of that, did you agree finally to have 
it? 


Ae Yes, 
Qe Why did you so agree, to have it brought in? 


Ae I guess I could answer that by saying we just 
thought the thing Over, possibly, and thought it 
was the best thing to do," 


(Evidence, pp. 3112, 3) 


Ivan Moffitt was speaking of the introduction into British 
Columbia of delivered prices on book papers for direct mill shipment 
quantities when, in a letter addressed to T. Havill on October 30, 
1947, he said: 


° e « the mills simply told them these lines would 
be put on a delivered basis. The effect of this is that 
the price to Merchants and the resale price of direct 
mill shipments of Book Papers is the same at Vancouver 
as at Winnipeg. 


si 
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(TH 4-110) 


The adoption of delivered prices in British Columbia for 
Sales of book papers brought the prices on direct mill shipment quantities 
into line with those prevailing in Yinnipeg. In so far as customers 
who had previously bought in these quantities through the merchants 
were concerned, the result was a reduction in prices mostly or entirely 
at the expense of the merchants. In so far as the few direct mill 
accounts in the territory were concerned, there was a price increase 
of 25¢ per cwt. on some lines due to an increase of this amount in 
the mills’ direct shipment price in order to make the merchants? 
margins on such shipments the same as on the Prairies, 
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The British Columbia merchants gave consideration to proposals 
being made in early 1947 for the introduction of delivered prices on bond, 
ledger and writing papers, The circumstances surrounding the introduction 
of this bracket structure on the Prairies and in eastern Canada in Ostober 
1947 have already been described in this report. H, E, Miller wrote to 
Mr, Moffitt on April 29, 1947 on the matter: 


As I suggested to you when in Montreal we are 
definitely not prepared to accept imports on one ton 
lots of Sulphite Bonds, This does seem ridiculous as 
the quantity is small and would interfere tremendously 
with our out-of-stock orders. ... 


. - - I would say at least 50% of our No, 7 Bond 
today is sold in ton lots ‘out-of-stock! on which we 
allow 15% discount and 2% cash discount which makes a 
net delivered price of $13.33 per 100 lbs, and allows 
us a 25% mark-up. ... 


« « » we do not propose to allow our margin of 
profit to be tampered with any more than possible. ,., » 


” 


(CCL 9-1) 


The British Columbia merchants did not adopt the new selling 
structure in October, Mr, Miller reported their attitude in a letter 
dated October 23, 1947 to Mr, Moffitt. 


" . . « We unanimously turned down the proposition 
for as far as British Columbia is concerned it is im- 
possible for us to work on such a ridiculous small margin, 


For your information, Ivan, at the present time one 
ton of No, 7 Bond out of stock, allowing our 15%, gives 
us 273% on our sale which is little enough at the cost of 
doing business to-day and we cannot see why we should sell 
one ton of No, 7 Bond out of a car on a profit of 13.4% on 
our sales. (swe 


. » » I have been asked by our Association members 


here to convey to you that they are in entire unison with 
my statements.” 


(HOF 2=16B) 


A letter written on November 13, 1947 by W. M. Marshall of 
Coast Paper to K. F. Davey of Collison Paper Co, Ltd., Victoria, which 


LLNAL 1h 
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sold fine papers that it got from Coast Paper, included the following: 


In the first place Ken, nothing has been done locally to 
publicize the new set up on imports, in spite of the fact that 
a meeting was held yesterday in an effort to clean up details 
still unsolved. The houses have agreed not to use any of the 
lists, with the exception of the Book Paper schedule, which is 
O.K. The Council is standing pat on the Bond, Ledger and “Iriting 
paper set up and as yet, have not accepted it. My suggestion is 
that you keep this list to yourself along with the attached sheet 
covering conditions of sale. I shall let you know as quickly as 
possible when you may discuss imports with your customers, 


In talking to Vernon Stott (erber-Bil1g) this morning, we 
understand it will be probably 3 days before the new stock Price 


Lists are ready, as the famous 'Councilt are still arguing about 
matters pertaining to this printing. 


I trust the above will be of some use to you.e Please remember 
that the only list you can use is the one covering Book Paper until 
further notice." 

(CO& 12-1) 


Up to the time of the commencement of this investigation the 
British Columbia merchants had not adopted the bracket structure on bond, 
ledger and writing papers. One apparent result of this decision was that 
the merchants' customers who wanted to buy bond, ledger or writing papers 
in direct mill shipment quantities had to pay a higher price for them 
than they would have, had the system been put into effect. “hereas in 
Vancouver and Winnipeg the buyer of book papers in larger quantities got 
them at che same price, the situation on bond papers was different. Thus 
in Vancouver in early 1949 the buyer of 1 ton of No. 7 bond would pay the 
merchant $21.00 per cwt. less discounts of 15 per cent and 2 per cent or 
a net price of $17.50 per cwt. and the buyer of the same quantity in Winnipeg 
would pay $15.20 per cwt, 


It seems that in spite of the fact that British Columbia prices were 
at a differential over eastern prices, which for some lines, was not accounted 
for in whole by the freight to British Columbia, little paper was sold in ‘ 
Vancouver in the post-war years by eastern merchants. In pre-war years the 
problem of competition from Central Section merchants quoting their regular 
prices f.o.b. their warehouse was one which caused the British Columbia 
merchants, and the Prairie merchants too, considerable concern, During 
the war years and for some time thereafter, the general situation of short 
supply kept any such problem from arising. ‘The system of delivered prices 
adopted on book papers, as described, in 1947 tended to a more permanent 
alleviation. The freight cost incorporated by the mills was something 
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less than the actual freight cost and the mills when quoting delivered 
prices, would not accept orders for paper from a merchant with his ware- 
house in one territory for delivery in another. Such a merchant would 

be able to sell in another territory but he would have to take delivery 
of the paper, at the delivered price for his territory, at his own 
warehouse and then assume the full costs of shipping and handling as 

they might arise. Thus the tendency of delivered prices was to lessen 

the possibility of competition between merchants in different territories. 
The merchants sought also, however, to eliminate such competition by 

' arrangement. 


Documents in evidence show that in pre-war years the British 
Columbia and Prairie merchants made common cause within the C.FP.T.A. in an 
effort to have all members undertake to observe the prices and con- 
ditions of sale prevailing in their particular sections of the C.P.T.A, 
The following quotation is from a tentative agenda for the C.P.T.A.'s 
annual meeting in 1936: 
id 


With respect to territorial zones as presented in the resolu- 
tion of the British Columbia Section, consideration of 
which was deferred from the previous General Meeting; 


Recognising that the costs of doing business are 
necesSarily due to location, higher in some sections than 
others, it is mutually agreed and subscribed to, that all 
members of this Association shall observe the selling 
structure of members located in other sections. 


Price lists and discounts adopted in each section shall 
be filed with the Secretary in Toronto and members 
sending representatives or doing business in sections 
other than the one in which they are located shall obtain 
particulars from the Secretary and protect the members 
located in said other sections. 


Ad 
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(BARK 27-156) 


Minutes of a P. D. C. meeting held on June 2, 1936 show that the British 
Columbia fine paper merchants had been represented at the C. P. T. Ae 
annual meeting: 


" 
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Mr. C. J. Kay's Report - By way of introduction, 
Mr. Kay intimated that 
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the recent meeting was one of the most harmonious and 
successful anmal meetings ever held, As a result of 

the contacts made and information gleaned, it would 
appear that the British Columbia Division should be 
congratulated on the happy conditions which exist here, 
these being particularly marked on making comparison with 
the situetion elsewhere, especially in the Middle West, 


He then referred to the tendency which existed in 
the past to encroach on the Western territory, meaning 
the disposition towards increased efforts by Eastern 
concerns to gain @ greater proportion of the business 
offering in the Western areas, notably and particularly 
the Prairie Provinces, Last year action was taken by 
the Western Divisions to zone the territory and thereby 
obtain recognition of the prices set for and by the local 
Members in each Section, Unfortunately, due to a lack of 
proper representation, the resolution framed then was held 
over until the recent meeting, Some Committee meetings 
were held between the Western representatives and Eastern 
merchants more particularly interested, and as a result an 
amendment sponsored by the former was presented to the 
general meeting and unanimously carried, as follows: 


‘Recognizing that the costs of doing busin- 
ess are necessarily, due to location, higher in 
some territories than in others, the Secretary is 
requested to obtain all possible data relative to 
the zone system of establishing resale prices and 
collaborate with the Section Chairman relative to 
same, with a view to consideration being given to 
this matter at the next general meeting of the 
Association. ; 

In the interval, it is agreed that a schedule 
mutually accepted shall be maintained by Eastern 
merchants on all quotations and sales made to pur- 
chasers in the Western Provinces. ! 


The foregoing, Mr. Kay pointed out, meant more to the 
Prairie Provinces than to British Columbia, as the formr 
do not enjoy the same happy conditions as obtain here, 


(PDC 59-181) 


The matter was again dealt with in 1937. The minutes of a Prairie Section 
meeting held on March 18, 1937 include references to a report made by 
Gilbert Garnett, then of Mid-West Paper, on the recent C.P.T.A, annual 
meeting. The following is included in them: 


66045-1024 
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Re Egstern merchants selling in the West 


At a meeting of those directly interested held in the 


City of Toronto including Barber-Ellis, Buntin Gillies, 
Brown Brothers and W, J. Gage, the agreement adopted at 
the previous annual meeting in May last year was extended 
for another year by unanimous vote, 

w 


(MID 3-63) 


The problem of working out satisfactory arrangements 
certain eistern and western merchants again came up in 1939, 


between 
On February 


16, 1939 L. D. Graham of Barber-Ellis, Vancouver, sent a long letter to 


John Cowan, P.D.C. secretary, in which he said: 


"T regret that, after having attended meetings in. 
Montreal and Toronto with reference to our Fine Paper 
business in British Columbia, I can not give you a very 
optimistic report, I had the assistance of Mr, Hunt and 
Mr. Garnet of the Mid-West Paper Company in endeavayring 
to have Eastern merchants respect our schedule of prices 
as agreed upon by the Western Division, Certain of the 
members, however, feel that they should have only one 
price for their merchandise and this price should be the 
same F,0.B, Toronto that it would be if the goods were 
shipped to British Columbia, Manitoba or Halifax, The 
fact remains, however, that those firms who have been 
sugeesting this one price have not been living up to this 


because they have been respecting a set-up in the Provinces 


of Quebec and the Maritimes that is different to their We 
of Kingston prices in Ontario. 


st 


. . . At this meeting (Toronto, February 1); as et the 


one in Montreal, we found that Brown Brothers and Buntin 
Gillies had more or less made up their minds that they we 
going to sell in Western Canada at their Eastern prices a 


re 
nd 


that all of their goods would be sold F,0.B. the East, The 


argument put forward by the Mid-West representatives and 
ourselves was that all they would do would be to force us 
in the West to reduce prices, Even with this, nothing 
definite could be arrived at and, as I left Toronto the 
night of February 1, you will see that we were not able 
to accomplish very much. 


If these two firms in the East are insisting on sell 


ing 


at their F.0,B. Toronto prices, there is nothing left for us 


to do here except to put in import prices, which will be 


con- 
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siderably lower than the prices we have today, to compete 
with them," 9 ni 


(PDC 52-10) 


Apparently negotiations contimed and a proposal was put forward that 
the eastern merchants would only quote their lower prices to a selected 
group of western paper buyers. This did not meet with the approval of 
the British Columbia group. On March 8, 1939 C. J. Kay of Columbia 
Paper sent the following telegram to E, H, Ellis of Barber~-Ellis: 


"YOUR LETTER SIXTH TO LORNE DISCUSSED MEETING ALL ME RCHANTS 
TODAY SURELY NO JUSTIFICATION FOR SETTING UP SPECIAL ACCOUNTS 
IN WESTERN CANADA AS MENTIONED STOP WE MUST STRONGLY OBJEC1 
TO ANY SUCH SUGGESTION AS SAM2 WOULD MEAN ENTIRE DISRUPTION 
OUR PRICE STRUCTURE ESTABLISHED OVER LONG YEARS STOP WE WOULD 
NATURALLY BE FORCED TO MEET SITUATION CREATED BY EASTERN 
MERCHANTS SELLING BELOW OUR STRUCTURE WITH RESULT EASTERN 
MERCHANTS WOULD NOE GET EXTRA BUSINESS AND WE WOULD BE THE 
LOSERS STOP WE STRONGLY FEEL OUR EASTERN FRIENDS SHOULD DO 
hess TO DISRUPT SITUATION HERE IN BEST INTEREST TRADE AS 
A ft 


(SDW 19-19) 


On May 3, 1939 Ivan Moffitt who had been engaged in dise 
cissions on the matter wrote to John Cowan, Mr, Moffitt indicated a 
special price list had been drafted by Hodder & Moffitt for use by 
eastern merchants when selling in the west. His letter also said; 
Ci 


We have now made up a comparison of these prices as 
suggested with the local prices as taken from the 
Prairie and British Columbia resale schedules. You 

wiil note that the differential as between the suggested 
f,0.b, price plus necessary freight is minimized cmsid- 
erably in the larger quantity brackets, It seems to us 
that it is most unlikely a buyer in the west would order 
in small quantities from an eastern house but that such 
orders would be in the 10M sheet bracket or up. If this 
is the case, then the apparently large differential in 
the full package price is of no conse qence. 


We would like to have the comments of the members of your 
Section in regard to this suggested schedule before going 
to the third eastern house that has not yet agreed to the 
adoption and maintenance of a special price list for use 
in the western provinces, We feel it would be unwise to 
go to him with some suggested figures if there is a possi- 
bility of them not being confirmed by the members in the 
territories affected, 


1] . 


vAPor (PDC 33-3H) 
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On June 21 Mr. Cowan replied to Mr. Moffitt's letter: 


"Members of the B.C. Division have given careful 
consideration to your letter of May 3rd relative to 
East-West Zoning and I am instructed to reply as follows: 


Inasmuch as the Ontario and Quebec merchants re- 
spect their own different set-ups, members are of 
opinion that similar consideration should be given to 
price arrangements in other Divisions. 


They consider a very important principle is in- 
volved, one in fact vital to the harmonious working of 
our Association as a whole, They therefore strongly 
urge that no step be taken which would be harmful to 
any one or all Divisions, 


The set-up in each Division has been arrived at 
after long years of study and effort and based on local 
conditions, It is only reasonable therefore to ask that 
all members of the Canadian Paper Trade Associations 
respect the varias set-ups of all Divisions, 


Also to prevent complications the members urge 
that price lists printed for one Division shall not 
be circulated in other Divisions to which they are 
not applicable. 


(PDC 33-3) 


A report made by the chairman of the British Columbia Section 
at the C.P.T.A.'s annual meeting in January 1942 shows that any problem 
that had existed had been solved: 


tt 


We appreciate the co-operation we have received from 
members of the Eastern Section in respecting our prices 
established in British Columbia and we feel confident 
that this will contime. 


" 


(FNE 13-93) 
A similar comment was included in the Prairie Section report: 


I would like to extend our appreciation to the Eastern 
members in respecting our re-sale schedules on the 


Prairies, Their action in doing this has been a great 
help to all members, 
n 


° e ® 


(FNE 13-93) 
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The following was proposed in 1941 as an amendment to the 
C.P.T.A. by-laws: 


All schedules, rulings and regulations adopted by each 
Section for the territory coming under its jurisdiction 


shall be respected by members of other Sections when doing 
business in such territory. 


(MCF 10-15¢) 


This amendment was put over and came up for further consideration at the 
twenty-fifth annual meeting of the C.P.T.A. in 1943. The record of that 
meeting shows: 


It was agreed that as the proposed By-Law might in its 
application come into conflict with regulations of the 
Wartime Prices and Trade Board, it should not be voted 
upon even with the intention of havimg it stand as a 
record without being applied in the meantime, Represent- 
atives of Eastern and Western houses undertook to confer 
on the situation. 


" 


e e e 


(HOT 28-4) 


C.P.T.A. records that were available during this inquiry do not show 
that anything was ever done to revive interest in this proposal or to 
pass it as an amendment to the by-laws. 


An incident occurred in 1941 in which the British Columbia 
merchants played a prominent part as C.P.T.A. members, At the C.P.T.A.'s 
annual meeting in January of that year the following motions were moved » 
seconded and carried: 


1, That the terms of settlement be amended by substituting 
one per cent. to replace two per cent, as the rate of 
cash discount applicable thereunder; 


2. That the terms of settlement as amended shall be made 
effective on March 1st .,1941, and shall apply to sales, 
subject to cash discaint, made on and after the date 
named, 


" 


(KRV 5-26) 
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Two other trade groups were shown in the record of the proceedings to 
have been associated with the C.P.T.A. in this move which was designed 
to have the effect of an across the board price increase of 1 per cent, 
The British Columbia merchants are reported to have been in favour of 
the abolition of the cash discount rather than of its reduction, 


After notices had been sent out to their customers by the paper 
merchants and apparently by the majority of the members of the other two 
trade groups telling them of the new discount rate, one fine paper merchant 
in Montreal had misgivings and despite efforts of Ivan Moffitt and others 
decided to send his customers a notice advising them that the 1 per cent 
rate would not go into effect. At a special general meeting of the C.P.T.A. 
on March 13, 1941, it was decided formally to delay the introduction of the 
1 per cent rate "until the matter of terms of settlement is given further 
consideration at a Special General Meeting of the Association to be held 
within three months" (CPi! 21-2), The British Columbia merchants were said 
on March 20 to be adhering to the new 1 per cent rate but on March 26, 1941 
F, L, Arthurs of Barber-Ellis and then the chairman of the Fine Paper 
Division wrote to Mr, Cowan: 


"At a meeting of the Fine Paper Division of the Council 
yesterday, it was unanimously decided to revert back to the former 
settlement terms of 2%, and this is to be retroactive to March 1, 1941, 


I will appreciate if you will formally notify all members of 
the Fine Paper Section in British Columbia, and also Messrs, Hodder 
& Moffitt." 


(PDC 34-90) 


It was as an outcome of the collapse of the agreement to change the 
rate of cash discount that the following decision was made at a special 
meeting of the C.P,T.A, held on June 5, 1941 as an amendment to the Associa- 
tion's by-laws and became Article XI: 


"Article XI - DEC IS IONS 


Any resolution adopted at any anmal or special general 
meeting of the Association by a vote of not less than 
seventy-five per cent, of the members present or repres- 
ented by proxy thereat shall be binding upon all the 
members of the Association," 


(MCF 10-154) 


Although the methods used by the British Columbia merchants in 
coming to agreement on prices and conditions of sale have been such that 
comparatively little record of their joint activities along these lines 
was created, there is sufficient documentary evidence to establish that 
they did formulate their policies and fix their prices throughout the 
years 1935 to 1949 in the ways already indicated. The following illus- 
tration of the effect of the organization of the P.D.C, is quoted from 
the minutes of a P.D.C. meeting held on March 5, 1935: 


+20 Lr 


2 + + the President (Fred Smith, Smith, Davidson & 
Wright) took the opportunity of reporting, on behalf of 
the Fine Paper Section, and paid tribute to the benefits 
accruing since the formation of the Paper Distributors 
Council of B.C, He felt that the members were entering 
wholeheartedly into the arrangement and manifesting a 
Sincere desire to co-operate with each other for the 
betterment of the industry. It was also pleasing to 
note the gratifying reaction evidenced by customers 
who apparently were pleased to have measures of cer- 
tainty in buying, as against the promiscuous prices 
that were in vogue previously. 


w 


(PDC 59-229) 
A circular letter sent to the Fine Paper Division members by 
the secretary of the P.D.C. on September 11, 1937 was concerned with 
special prices for the C.P.R. and C.N.R. It said: 


"Please note the following prices on Printers 
Supplies to the above Transportation Companies: 


10% from Printers Book on any quantity. 


Cutting up to 8 x 14 10g_per 1,000, finished size 
Sra (PDC 51-40) 


The rates of mark-up inserted under the date of April 1938 in 
the mark-up: schedule quoted on page 275 were agreed upon at a Fine Paper 
Division meeting held in Vancouver on April 5, 1938. It was also recorded 
in the minutes that the members felt that "15% was the largest discount 
which should be allowed for quantity shipments out of stock", At the same 
meeting, rates of mark-up for use in the case of direct mill shipment sales 
otherwise known in British Columbia as "import" sales, were "confirmed" 
(PDC 63-31). 


The effect of group pressure on one merchant is illustrated in 
the following letter written by F, Smith to G. H. Porritt, manager of 
Smith, Davidson & Wright's Calgary branch on May 16, 1938: 


"T have your letter of May 13th together with copy of 
the minutes of meeting held with Mid-West and B, & E, May 
9th, and note that you are considering allowing a 20% dis- 
count for orders of 3000 pounds, and this I observe would 
apply whether shipped from stock or import, and could cover 
both styles of delivery for the one order. 


i BO vas 


In connection with this matter of the 20% discount, 
would say that Mr. Graham (Barber-Ellis, Vancouver) has 
been urging this here in Vancouver but so far it has not 
been agreed to and it is not altogether sure that we will 
put it into effect, as some of the dealers here feel now 
that with the 15% discount it is about as far as we should 
go, as this only allows you a mark-up of 25% on cost assun- 
ing, of course, that your average mark-up is 50%. 


w 


(SDC 2-8) 


It has already been indicated that 15 per cent continued as the largest 
discount given on out of stock orders on all papers except cardboards and 
bristols, 


It was the practice in British Columbia for the merchants or 
one of them to calculate selling prices "to apply on import" sales and 
to have Mr. Cowan publish these and circulate them to the members of the 
Fine Paper Division with copies also going to Hodder & Moffitt. This is 
illustrated by a letter written on January 13, 1940 by H. E. Miller of 
Columbia Paper to John Cowan: 


"We enclose herewith sheets covering import prices 
on the following: 


Book Papers, 
Billing Papers, 
Import prices - King's Printer, 


Kindly issue revised sheets and mail to Fine Paper 
Division members only and Mr, Moffitt, Toronto. 
n 


(PDC 30) 


Enclosed with Mr, Miller's letter was a sheet showing "Import Prices" 
bearing the date of January 13, 1939. Overwritten on this sheet were 
new prices which involved price increases, The new prices reflected the 
rates of mark-up which had been "confirmed" on April 5, 1938 (FDC 304). 


Confirmation of a decision concerning charges for freight was 
given to the members of the P.D.C.'s Fine Paper Division in a cirmlar 
letter sent to them on March 27, 1941 which said: 


"This will confirm the arrangement reached at the 
meeting of the Fine Paper Section held on March 25th last 
when it was decided that freight on shipments to Vancouver 
Island points would be as follows: 

Victoria - All prepaid 


Duncan ~ Prepaid to Victoria 
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Nanaimo, Courtenay, Cumberland) Freight Allowance 
Alberni and Port Alberni of 16¢ per cwt.on 
gross weight of 
) shipment to be 
) allowed, and shown 
) on the face of invoice 


This covers items sold to Printers only, 
Kindly be governed accordingly." 


(COA 20-1) 


Another decision, this one concerning delivery charges was made 
at about the same time, F. L. Arthurs wrote to Mr, Cowan about it on 
May 20, 1941: 


"At a meeting of the Fine Paper Section of the B.C. 
Council it was decided that the Book Paper Import Prices 
be amended as follows; effective May 7, 1941: 


On all shipments to Vancouver Island, North 
Vancouver, West Vancouver, and New Westminster, 
prices set out in the schedule will be subject to 
an up-charge of 25¢ per cwt., delivered, 


On all shipments outside Vancouver to other 
points than those rentioned above, the raper will 
te sold F.0.B. Vancouver, 


In Vancouver city, prices shown are delivered 
prices, 


Will you please advise all members of the Fine 
Paper Section accordingly." 


(PDC 52-6) 


Insofar as the wartime price control regulations allowed, the 
British Columbia fine paper merchants contimed during the control period 
to manage their group affairs as they previously had done, Thus, on April 
16, 1943 Mr. Arthurs wrote to Mr, Cowan: 


"At a meeting of the Fine Paper Group held this week, 
prices were established for Eddy's Guardian Index Bristol, 
It was decided to carry this in White and Buff only in 
220 and 280. British Columbia prices will be as followss 


These prices will be subject to the regular Cardbcard 
discounts. 


ie, Sho 


Will you please advise members of the Fine Paper 
Group accordingly?" 


(PDC 52-10) 


Early in 1945 Fine Paper Division price schedule sheets were 
revised to January 1, 1945. The sheet bearing number 124 ami dated 
Jamary 1, 1945 showed the character of certain special discount arrange- 
ments then in effect: 


"DISCOUNT ARRANGEMENTS EX WAREHOUSE STOCK 


KING'S PRINTER List price less 10% any quantity 
2% settlement discount to be de- 
ducted from face of invoice, 


DEPARTMENT STORES List less 10% any quantity. 


BONDS, etc. (Special country 
a/es) See Sheet No, 116 


BONDS (No. 7 only) Unpublished discounts for 
50,000 sheets of No, 7 grade 
assorted weights and colors - 
15% from list price, 
Please note that NO GRADES OTHER 
THAN NO, 7 MAY BE INCLUDED TO MAKE 
UP THIS DISCOUNT." 


(HOT 29-1-116) 


A decision affecting prices to be charged to customers in a 
period of shortages was reached at a meeting held on April 9, 1946. On 
April 9 F, Smith wrote to John Cowan and said: 

" e® ® e 

It was agreed that as regards all grades of Book Paper, 
including Coated, that we «>uld only accept orders for what 
we have available in stock, and the price will be governed 
by the quantity we are able to deliver. 


This is brought about by the difficulty in getting Book 
Paper stock, hence the necessity of making this ruling, and 
I shall be glad if you will see that all the members of the 
Fine Papers Group are advised to this effect. 


(SDW 20-9) 


Mr, Smith, who was then chairman of the Fine Paper Division, 
wrote a letter, apparently in that capacity, on September 20, 1946 
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to Ivan Moffitt on the question of the proposed introduction of the 
bracket structure for pricing of direct mill shipment orders of bond, 
ledger and writing papers. The following is quoted from that letter: 


At the present time our out-of-stock schedules for #7 
Bond, White, is as follows: 


Base price - ol4Z per lb. 
5 Msheets - less 23% 
10 M 0 gi " 5%, 
25 M rT] as u 10% 
50 M ii) hig ih} 15% 


(CAO 23-1) 


In a letter written to Ivan Moffitt on October 18, 1946 ir. 
Cowan pointed out that complete price information was not included in 
the price sheets put out through his office: 


"Following our former correspondence in connection 
with Fine Paper prices, I am forwarding under separate 
cover published price lists of the Fine Paper Distributors 
in Vancouver. These are being supplied for your additional 
information as the sheets furnished from this office do not 
cover all the lines handled by the Fine Paper Division." 


(PDC 33-32) 


After the changes in mill prices in Jamary 1947, Mr. Cowan 
sent the Fine Paper Division members and Hodder & iloffitt. "revised price 
lists" on February 18. They were dated February 10. 


Cn April 2, 1947 H. E. Miller advised Mr. Cowan that the fine 
paper members at a recent meeting had decided the Coarse Paper Distributors 
could buy their fine paper requirements from them at 10 per cent discount 
“from full list price in any quantity” (CCL 10-33). 


Prior to August 15, 1947 all controls on the selling prices of 
fine papers had been removed. On that day ir. Arthurs wrote to K, W. Murphy 
of Barber-Ellis, Toronto, and said: 


"We received your wire advising that 'Thriftcoat' would 
be available for sale on Monday, August 18. We had a meeting 
this morning and decided on our prices. 


(BEV 4-6) 
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A letter written on November 10, 1947 by W. M. Marshall of 
Coast Paper to K, F, Davey of Collison Paper in Victoria indicates that 
agreement by the four Vancouver merchants was the rule before new price 
lists could be made up: 

" . e.. I understand the boys are having a special 
meeting this afternoon to clear up several misunder- 
standings in the schedule existing between the Mills, 


The new out of stock price lists have also been held 
up until the above mentioned meeting has cleared up prob- 
lems in this regard, but it is my hope to get moving very 
shortly and expect to have the Cogst Paper list ready for 
the Printer at the earliest possible moment, 


tt 


(COA 122) 


Mill price changes had recently been announced when Mr, Marshall 
wrote to Mr, Davey on March 10, 1948 and said: 


"We are attaching some sheets covering your request of 
March 8, which include the mark-up schedule on Printer'!s 
Papers and also the special prices for the King's Printer. 


At the moment the paper houses are having meetings 
almost daily, to get the copy ready for our complete new 
price list. and I might say that in some instances, the 
prices shown on our temporary list of March 8 will be 
revised slightly. 


It is also possible that these revisions will affect 
the import prices for the King's Printer, and it would 
therefore be wise to suggest that the sheet No. FP-114 is 


also temporary, but will apply until the new books are 
issued, 


(COA 2-10) 


When Mr, Davey raised the point that the cutting schedule used 
by Coast Paper had some differences when compared with "the others" Mr, 
Marshall replied in a letter dated April 26, 1948: 

n 


Any differences appearing in the cutting schedule are 
mistakes on the part of the other suppliers, Our list is 
the same as Columbia's, and on checking I find that this is 
in order, 


(COA 2-6) 
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Further mill price changes were made in May and June of 1948. 
On June 10 Mr, Marshall wrote to Mr, Davey: 


"Your letter of June 9, with reference to the Fine Paper 
sheets which are now out of date, will be answered at the 
earliest possible moment, 


As these revisions come through the Fine Paper Council, 
we will need to wait until they are received." 


(COA 2-4) 


* Qn June 25, 1948 Mr. Marshall again wrote to Mr, Davey. He 
said: 


"The enclosed is the up-to-date Fine Paper Sheet No, 
114, which you will kindly use until further notice, 


You may observe that there is the odd instance where 
the new price is lower than that of March 8, at which time 
the increases were only estimated." 


(COA 2-3) 


Sheet No, 114 had to do with prices on sales to the King's Printer in 
Victoria. 


Mr, Marshall made another reference to meetings of the Vancouver 
group in a letter dated August 9, 1948 when in answer to advice from Mr, 
Davey that Columbia Paper had not raised the price on a particular iten, 
he said: 

" @ e e 

We are printing new sheets this week, covering the 

raises in price of June 18, which will be distributed by 
August 16, All prices were checked at a Meeting held 
recently, so you may rest assured Columbia Paper will 
make the necessary corrections by that time," 


(COA 2-1) 


On September 28, 1948 F. Smith of Smith, Davidson & Wright wroto 
to Gilbert Garnett of Coast Paper: 


"In view of the fact that the new freight rates to 
Victoria are very much increased, these now being on the 
basis of $6.00 per cubic ton, or class rates as follows: 


lst Class 69% per 10C4 
2nd Class 62¢ per 10G# 
3rd Class 50g per 10G# 
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and which have now increased the rates from 3 to #3, 
we suggest that the time has now come when we should 
give special consideration as to whether there should 
not be some new system of pricing adopted for goods 
sold in Victoria. 


We are giving you this advanced information so 
that you can give consideration to this matter and 
come prepared to discuss this at our next Board meet- 
ing." 


(COA 10-1) 


A decision reported to Mr, Cowan on November 3, 1948 by V. 
Stott of Barber-Ellis shows that group control of the trade extended 
into making joint decision as to what papers would be stocked by the 
individual merchant. The letter said: 


"Would you kindly advise the other Houses that it 
was decided at our meeting on November 2, to reinstate 
the following lines? 


Offset Book White - 25 x 38 - 160M 
- 28 x 42 - 198M 


Offset Homespun Finish White and Colors 
- 25 x 38 - 160M 


Goldfinch Bristol ...... - 280M 
Falcon Index Bristol.... - 340M 
(PDC 1-437) 


After getting some information as to how similar problems were 
handled in the Central and Prairie Sections of the C.P.T,A,, consider- 
ation was given at a Fine Paper Division meeting held on February 15, 1949 
to the conditions under which the 2 per cent cash discount was allowed 
and interest on past due accounts was charged. In advising Mr, Cowan of 
the decisions taken at the meeting Gilbert Garnett said: 


Second, the question of sound accounting practice-- 
first, in the matter of the 2% cash discount, led us to 
agree that an effort would be made to have all accounts 
paid by the 20th of the following month as the deadline 
for the 2% cash discount, but that it would be left to 
the discretion of the individual House as to whether or 
not the discount should be allowed in the event of a 
time-lag for a few days BUT that in no case should the 
discount be allowed if payment is delayed beyond the end 
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of the month, 


In the matter of charging interest, the entire outline 
of accepted practice in Ontario and on the Prairies be 
adopted here. This is outlined on the attached memorandum, 


Will you kindly issue sheets accordingly, covering the 
question of 2% cash discount and also the charging of in- 
terest 27" 


(PDC 1-513) 


The practice of having Mr, Cowan issue price sheets covering 
a limited range of special matters was continued into 1950. Thus on July 
6, 1950 Mr, Cowan sent Hodder & Moffitt in Toronto sheets dated June 1950 
covering such matters as prices and selling conditions for "import" sales 
on book papers and coated papers and special discount privileges for the 
King's Printer in Victoria (HOT 51-1), 
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VII. Checking Upon Observance of Uniform 
ices Merchant 


Any merchant who was a party to, and adhered to, the agreed 
prices and practices would of course be at an immediate disadvantage if 
other parties thereto ceased to consider themselves committed to observance 
and elected to consider such prices and practices only as a guide. In 
order that the whole group should be protected against such competition 
the merchants in Quebec, Ontario, the Prairies and British Columbia 
entered into local arrangements which involved making their sales and 
other accounting records open for inspection should complaint be made 
that they were not observing the various agreements. By so doing they 
made it possible for the facts in a particular case to be established 
Under the arrangements in effect in the Quebec and Ontario territories, 
sales records were regularly checked as to price and conditions affecting 
price by an employee of Hodder & Moffitt. Because such arrangements were 
embodied in the general price agreements they have already been mentioned 
incidentally in other places in this report. 


The formal arrangements which established the Ontario Fine Raper 
Council, the Faper Distributors Council of B.C., the Prairie Fine Paper 
Council and the Quebec Fine Paper Council were for the purpose of ensuring 
that price agreements to which all the local merchants were parties would 
be kept. The council agreements did not establish procedures for the 
calculation of prices or the fixing of conditions of sale but they did 
establish procedures under which any one merchant could insist on an 
investigation of the records of any other for the purpose of discovering 
whether the latter was abiding by the prices and conditions of sale which 
had been agreed upon. In addition, under the council arrangements, pro- 
cedures for dealing with special problems, such as disposal of sub=grade 
papers, were established. 


(a) Ontario 


The arrangement under which all the recognized merchants with 
warehouses in the Ontario territory of the C.P.T.A. became associated in 
the Ontario Fine Paper Council was dated November 29, 1934 and its pro= 
visions are quoted in full in Chapter VI of this report. Sections 15 and 
16 of the arrangement stated that the secretary should provide satis- 
factory facilities for conducting a systematic audit of sales records of 
the members; that he was authorized to report to council meetings upon 
infractions disclosed thereby; and that he should be accorded all necessary 
facilities by the members for the purpose of his examination, 


Ivan Moffitt, the secretary, gave evidence, from which the 
following is quoted, about the Ontario Fine Paper Council arrangement 
which first became effective a few months after the firm of Hodder & 
Moffitt was established: 


"Qe Then, this agreement was entered into with the Ontario 
Fine Paper Council. Why did that agreement result in 
your organization having to perform extra duties over 
and above what you were doing before? 


FOL. - 


There were certain specific duties laid dow for US, 
were there not? 


To what are you referring? 

I have not read it, sir. 

Would it be the audit? 

It would be. 

What was the purpose of the audit? 

Several things. 

Let us have them? 

It was considerable assistance in having a member firm moe 
in having a check on the efficiency of their own organiza- 
tion, so far as the clerical work was concerned. 
Anything else? 

There would be more, of course. 

Beg pardon? 

There would be, yes. 

What others do you suggest? 

4 certain amount of the feeling of stability. 

In what respect? What do you mean by that? 
Stability in the market. 

Would it not be fair to say that the purpose of the 
audit was to police this price agreement entered into 
by the merchants? 

Police? 

Yes, to see that they are being carried out? 


It was a check on the extent to which individual houses 
were efficient in carrying on their own business. 


That was not my question. I say is it not fair to say 
that one of the purposes of the audit was to police the 
members and to ensure that they were carrying out the 
price agreements entered into? 

There was no means of ensuring anything." 


(Evidence, ppe 71,2) 
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F. W. Halls founded Fine Papers Limited in 1935, but the come 
pany did not become associated with the Ontario Fine Paper Council or 
a member of the C.P.T.A. until early 1937. Mr. Halls gave evidence on 
the purpose of the audit: 


"Q, Could you tell me what the purpose of that audit was? 


A. It was something like an internal audit for each of 
the paper houses. By being joined up, it was a lot 
cheaper than we could hire a man to come in for. I 
know there has been some talk about the audit, but 
we found it was not only that the auditor reported 
stuff that was sold below market, but it was also 
stuff that had been charged too high. It was nota 
checkup that I know about, except for that one purpose, 
to give us a chance to get in this picture at 4 very 
reasonable arrangement. 


Q@. To get the picture of what the other houses were doing? 
A. No, what we were doing. 
Q. What you were doing? 


A Yes." 
(Evidence, pps 218,9) 


In view of the wording of the agreement and the fact that the procedures 
followed for years involved the whole group being informed of errors or 
deviations from standard made by any one of the members, these state- 
ments of the purpose of the audit must be considered as incomplete. 


In its mechanical details the Ontario audit was quite simple. 
An employee of Hodder & Moffitt who was familiar with the pricing 
methods used by fine paper merchants checked their sales records. For 
ex-warehouse shipments he checked the sales records against the merchants! 
own price book and for direct mill shipment quantities he checked the 
transactions against prices and conditions of sale shown in the Hodder 
& Moffitt Schedule (Evidence, p. 23). By using the merchants! own price 
list the auditor had an immediate source showing the grade of the paper 
which would sometimes be sold under a trade name used only by 4 particular 
merchant or mill and which trade name might not be applied to such grade 
in the Hodder & Moffitt Schedule. The auditor could assume that the 
prices shown in the merchant's price list were, grade for grade, the 
same 28 those shown in the Hodder & Moffitt Schedule. 


If the auditor found an error in a merchant's sales records, 
he told an officer or employee of the firm about it. Although this 
advice may sometimes have been given orally it was also on occasion 
made in writing, in which case the details were filled in on a standard 
Hodder & Moffitt form which was then left with the merchant. Each 
Hodder & Moffitt auditor had a distinctive rubber stamp and when a mer= 
chant's sales ledger sheet had been checked, it was marked with this stamp. 
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The record indicates that for some years the Ontario merchant 
group in its meetings gave consideration to what was sometimes referred 
to as the "Audit" and sometimes as the "Report on Sales", A meeting of 
the Qatario Sub-Section, which was a later name for the Cntario Fine 


Paper Council, was held on February 11, 1941 and the following is found 
in the minutes: 


AUDIT Report was submitted and discussed covering sales 
during the months of Cctober, November and December. 


(FNE 15190) 


The only earlier meeting of the group for which minutes were 
found during the investigation was held on January 7, 1941. These 
minutes do not refer to the audit but in view of the minutes of the 
February 11, 1941 meeting, covering the audit for three months and of 
regular references to it at later meetings, it is fair to assume that 


group consideration had been given to the findings of the auditor even 
before 1941. 


4 minute from those for the Ontario Sub=Section meeting held 
in Toronto on April 15, 1941, shows the type of matter that developed 
from discussion of the audit report: 


AUDIT Report was made covering sales during the month of 
February. Several items arising were discussed in 
detail. Attention was drawn to the need for a 
direct shipment selling structure on Blanks, Tag 
Manillas etc., not now covered. The point was 
stressed that the conditions with respect to filling 
of Bond paper orders in particular must be rigidly 
enforced. 


(FNE 15-137) 


A letter written by M. F, Pridham, then an auditor for Hodder 
& Moffitt, on June 9, 1941 to F. W. Halls of Fine Papers Limited, appears 
to distinguish between errors that were of primary significance to the 
individual merchant and deviations of a nature to interest the group. 
Mr. Pridham said: ; 
"During our audit we noted that there were two items 
supplied by the mill direct to Alger Press which were not 
charged to that customer's account: 


1. 20M No. 7 Bond, Goldenrod 
2. 43M No.7 “ Canary 
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As these have now been charged, no reference has been 
made to them in our regular audit report. 


We thought you might want a note of this so that in 
future similar errors might be guarded against." 


(FNE 15-96) 


It would seem that the audit report referred to in this letter was the 
same type of report as the "report on sales during the months of March 
to July" made at the meeting of the Mtario group on October 7, 1941 at 
which “it was instructed some items be referred to the next meeting for 
further explanations" (FNE 15-141). 


The following quotation from the minutes of an Mtario Sub= 
Section meeting held on December 14, 1943 shows how an old regulation 
might be re-affirmed as the result of discussion arising out of condi- 
tions revealed by the audit report: 


SATES Report was made covering sales during October. 
Attention was drawn to the undertaking entered into 
jointly with the lills in January 1941 which reads: 
‘The understanding was established that all sales on 
the direct mill shipment basis, mde by mills or mer- 
chants, will be delivered from the mill point, and no 
shipments against such orders will be mde from any 
local warehouse stocks. Iaintenance of this under- 
standing is subject to the full compliance without 
exception by all parties!'. 


(FNE 11-2) 


Although the minutes in evidence seldom give detailed informa- 
tion as to the nature of the irregularity revealed by the auditor, they 
sometimes make allusion to it. The following minute quoted from those 
for an Cntario Sub=Section meeting held on April 10, 1945, evidently re- 
fers to a problem that had arisen in respect of sizes: 


REPORT OF Report was made covering sales during January. 

SA TES The Secretary was directed to take up with the 
House concerned an item of Bristol Board in 
special size. 


(WPL 3-22) 


A sub-section meeting at which "Report was made on sales for 
the months of March to June" was held on September 12, 1946, the day 
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before C. Wells of Whyte Hooke wrote the following letter to Hodder & 
Moffitt: 


"The error in charge to Remington Rand on our invoice 
#9403, April 30, 1946, was corrected by our debit note #9797, 
May 22, 1946 for $1.80. 


I'm sorry that I didn't have this information ready for 
you at the meeting. Please accept my apology.” 


(WPL 4-2) 


This letter would indicate that it was the practice for members! repre- 
sentatives at Cntario Sub-Section meetings to explain errors or trans~ 
gressions uncovered by the auditor and to give a report to the group on 
what steps had been taken to correct them. 


The following exchange of correspondence, also, shows that the 
audit system was not simply a miter between an individual merchant and 
his auditor. On April 18, 1947 Buntin Reid's Ottawa representative wrote 
to his company's office in Toronto and said: 

"On invoice March 28th J. M. Hill for 8} x 11 Revenue 

Bond. The girl there now telis me she ordered Mimeo which 
I am ordering in this mail. She ordered Revenue. However 
they can't use and I can get Capital Stamp & Staty. Co. to 
take it but we should allow them 18% as they buy most of 
their cut stock in 100 lM lots. You can let me know anyway. 
It may be cheaper to do it this way than to ship back. 


(BRP 13=1) 
The reply read, in part, as follows: 


"In reply to your memo of the 18th inst., it would be quite 
satisfactory, as far as we are concerned, to switch the 
Revenue Bond to the Capitol Stamp and Stationery Company, 
but if we allow the 18% discount, we have no way of justi- 
fying the price for the Paper Trade Auditors. It may be 
possible that this could be included in an order for 
100,000, even if we had to back-log the other item for ship- 
ment when available. Would you be good enough to let us 
know at your convenience, what you can work out." 


(ERP 13-2) 


It was the practice in the Ontario Sub-Section for the secre~ 
tary to send out notices giving the place and date of meetings and some 
outline of the business that was to come up. For example, a notice for 
a sub-section meeting to be held on October 23, 1947 included "Sales 
Report" as item four under the heading "Agenda" (BRP 3-1). Minutes for 
the meeting held on October 23 were available for examination. They 
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include no reference to the "Sales Report" or to audit reports or to any 
similar subject, nor is any such reference found in minutes for meetings 
held subsequent to October 23, 1947. In evidence Mr. Moffitt said that 
this was because there were no further discussions of the audit at the 
meetings and that this was the result of a decision taken by himself 
(Evidence, pp. 76,7). 


As late as July 14, 1950, this being a considerable time after 
this investigation started, Buntin Gillies of Hamilton wrote to Hodder & 
Moffitt, Toronto on the subject of an error detected by the auditor. 
This letter said: | 


"When the auditor was checking recently he gave us a 
memo of our invoice #71670 of May 17th for Merchants Printing 
Company, Kitchener, for 3500 sheets Plainfield Offset Book 
White 25 x 38 = 240M charged at $16.50 which should have been 
$17.00 per cwt. : 


We discovered this error and sent an undercharge invoice 
for the difference on June 8th, our invoice #73469." 


(HOT 62-1) 


There is a very close similarity between this letter, which Mr. Moffitt 
said the merchant had written "voluntarily" (Evidence, p. 75) and the 
one of September 13, 1946 quoted above. 


The fact that the records available of meetings subsequent to 
October 19477 contain no references to the audit, does not necessarily 
indicate any real change in the practice. Even if the audit report was 
not discussed at meetings after October 1947, the fact that the secre- 
tary's representative checked the sales records of the merchants meant 
that the secretary was in a position to get information on any particular 
transaction and was also able to get up-to-date information on the 
general state of adherence to or deviations from, the group arrangements. 
In a time of high business activity such a limited routine with respect 
to the audit may have been considered sufficient. 


Each of the Ontario Sub-Section members paid Hodder & Moffitt 
& separate fee for services rendered in relation to the audit. The 
Hodder & Moffitt charges for these "secretarial" services apparently 
depended in some way on the size of the merchant's business, as in 1947 
one paid $228.00 "for auditing etc" (CPL 2=]A), whereas another paid 
$996.00. It may very well be, of course, that the audit was also useful, 
in the case of certain merchants, as a check upon the accuracy of their 
accounting systems, in addition to its primary purpose of disclosing 
possible deviations from the arrangements. 


(b) Quebec 


Some information concerning the formation of the Quebec Fine 
Paper Council has already been given in Chapter VI. The record of the 
discussions and negotiations which preceded the actual adoption of the 
Quebec Fine Faper Council agreement on January 17, 1938 clearly shows 
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that when drawing up its provisions, or what might be called its by-laws, 
the participating merchants hoped to establish a condition of price uni-~ 
formity in their market territory. Sections 8 and 10 of the Quebec Fine 
Faper Council agreement provided that the secretary should conduct an 
audit of the members' records to ascertain whether the provisions of the 
agreement were being complied with; that he should investigate complaints; 
that he should communicate to the Council any contravention he discovered; 
and that the members would furnish to the secretary monthly a statement as 


to whether any price concessions in contravention of the agreement had been 
made (MCF 17=1-20-22). 


The matter of the statements was followed upe On warch 11, 1938 
Ivan Moffitt, the secretary, wrote to J. B. Rolland and said: 


"Under the arrangement which went into operation on 
February lst, the details of which are stated in the memoran= 
dum dated January 17th, each of the members is to furnish a 
statement in the form outlined in the memorandum by a company 
official or by the company's auditor with respect to allowances, 
rebates or such like. Will you please let us have such a 
statement on behalf of your Company for the month of February? 
We will appreciate it if you will send this to our Montreal 
office. An addressed envelope is enclosed for this purpose." 


(JER 30-15) 


Je B. Rolland sent a certificate to R. G. Johnston of Hodder & Moffitt, 
Montreal, on March 22, 1938. Its wording followed that of one of the 
model certificates which had been annexed to the agreement of January 17, 
19383 


"QUTLINE OF CERTIFICATE BY COMPANY OFFICIAL, 


I hereby certify that to the best of my knowledge and 
belief, no allowance, rebate, or disbursement (other than 
those for returned or defective goods), or loan of money, 
have been made or given by Ia Cie J. B. Rolland & Fils, or 
in its behalf, to or on behalf of its Fine Paper customers 
or their employees, and that merchandise delivered to cus=- 
tomers was of same quality and quantity as stated in the 
sales invoices, during the month of February." 


(JER 30-8) 


The other certificate which was drawn up for use under section § of the 
agreement read as follows: 


“OUTLINE OF CERTIFICATE BY FIRM'S AUDITR 


We have examined in detail the entries contained in the 
books of original entry of the above named Company, and the 
vouchers reiating thereto, for the month ending ’ 
1938. 
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We report that with the following exceptions, our exami= 
nation did not disclose any allowances, rebates, disbursements 
or advances (other than those for returned or defective goods) 
to or on behalf of Fine Paper customers or their employees." 


(MOF 17-1-23) 


The two C.P.T.A. members with warehouses in the territory coming 
under the rules and regulations of the Quebec Sub-Section who did not join 
the Quebec Fine Paper Council on January 17, 1938 were L. P. Turgeon of 
Quebec City and Buntin Gillies of Hamilton which had a branch in Ottawa. 
The evidence indicates, however, that they were drawn into the arrange=~ 
ment shortly thereafter. Ina letter dated January 31, 1938 to Marcel 
Rolland of J. B. Rolland, Ivan Moffitt said: 


“Qn Saturday I sens to Mr. Turgeon a copy of the agreement for 
the operation of the Quebec Fine Paper Council. In doing so I 
referred to your discussions with him and suggested that should 
any points not be clear, I would be glad to deal with any ques- 
tions he might want to take up. Also in writing to hin, I 
enclosed a copy of the January 24th meeting which you had sent 
to me and of the meeting held on January 17th when the arrange- 
ment was adopted. 


We will have to keep in mind in future that Mr. Turgeon will 
have to be kept posted on any rulings, etc., that may be put 
into effect for the territory." 


(JER 30-9) 


On the same day, January 31, 1938, Mr. Moffitt sent Mr. Rolland another 
letter which was very similar to the one quoted above. In it Mr. Moffitt 
told Mr. Rolland, concerning Burtin Gillies, that “arrangements have been 
made that we will check their complete records with respect to sales from 
their Ottawa branch" (JBR 30-7D). 


Apparently the audit of the members' sales for February 1938 
had been completed by the time the Quebec Fine Paper Council had its 
meeting on May 5, 1938 as the minutes for that meeting include the 
following: 


"FEBRUARY Report was made in connection with sales during 
SA TES February and points arising were discussed. 


UNDER~ It was recommended that debit notes should be 
CHARGES issued to the customer to cover under-charges 
through clerical errors that may be disclosed. 


(MCF 171-6) 
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In October 1939 certain changes in the Quebec Fine Paper 
Council arrangements for the purpose of strengthening it were proposed, 
Ivan Moffitt wrote on October 14, 1939 to Le P, Turgeon and his letter 
indicates the nature of one proposed change: 


At the meeting, your views in regard to one of the proposed ~ 
changes in the arrangement were submitted, and after discus- 
sion it was agreed not to amend the agreement to provide for 
assessments on members as against infractions disclosed. The 
members of the Council in Montreal, however, have among then~ 
selves agreed that they will contribute voluntarily on the 
basis as previously suggested against such irregularities that 
are brought out and reported in the monthly inspection. The 
way in which this was discussed and agreement reached was that 
it would be entirely voluntary on the part of those subscribing 
and would not in any way be subject to compulsion through the 
Council or its Secretary. It does not involve nor is it ine 
tended to involve any member of the Council not voluntarily 
subscribing to the contributing plan. 


I know you have given considerable thought to this particular 
matter and I should like now to have your views in regard to 
this action as proposed at the previous meeting and your 
position with respect to membership in the Council." 


(LR 195) 


In late 1939 IicFarlane Son & Hodgson withdrew from the Quebec 
Fine Paper Council arrangement. When a committee was formed in October 
1940 at a general meeting of Quebec fine paper merchants "to consider 
local activities" (KRV 16-72), a representative of McFarlane Son & 
Hodgson seems to have been on it, as when it met on March 17, 1941 the 
following persons attended: 


T. Havill (Chairman) T. Havill Paper Co. 

J. B. Brown T. B. little 

Jo B. larkin Howard Smith 

W. D. Nelson -  MeFarlane Son & Hodgson 
F,. Wiliment Canada Paper Wholesale 


The record of the meeting includes the following: 


"Definite opinions were expressed as to the association 
necessary to meet conditions obtaining, and its method of 
operation. Following detailed discussion with emphasis being _ 
Placed on 


1. Definite adherence to regulations; 
2 Immediate stabilization of present conditions; 


3. Investigation of reports and provision for com- 
plainants; 
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it was instructed Mr. C. V. Hodder be asked to sit in with 
the Committee at a further meeting next Monday, March 24th." 


(CRY 21-11) 


C. V. Hodder, who died in 1947 and who was then the senior 
partner in Hodder & Moffitt, attended the meeting held on March 24. 
The record shows that in addition to Mr. Hodder, the meeting was attended 
by the same people as were at the one held the week before and it also 
contains the following: 


"Mr. C. V. Hodder was present and the situation was reviewed 
with various points being explored. Mr. Hodder is to prepare 
and submit to each member of the Committee for individual con- 
sideration a draft of an agreement designed to give more effect 
to local activities. Suggestions relative thereto are then to 
be submitted to him, of which a digest will be made and sent to 
each one, and a further meeting held." 


(CAT 21-10) 


On April 2, 1941 lr. Hodder wrote to T. Havill, chairman of the committee, 
and said: 


“Since my meeting witn you last week, I have been going 
over various forms and types of agreement. Ido not think at 
the moment it is necessary to draw up an agreement so much as 
it is desirable that you should have all the points before you 
that an agreement would cover. This letter will indicate, 
therefore, what I understand to be the wishes of your Committee 
in that regard. The agreement they desire would cover the 
following points: 


1. The adoption of certain price schedules as applicable 
in the distribution of Fine Papers. It is my under= 
standing that these schedules are already prepared and 
are issued from time to time when changes are made 
through the Canadian Paper Trade Association. 


2. 4n agreement to maintain these schedules, with the 
following assurances: 


(a) A deposit being placed in the hands of the Secre- 
tary, whose functions will be dealt with later; 


(b) A sales audit, where the checking will be confined 
to a complete analysis of sales from the standpoint 
of invoices and credit notes; 


(c) Placing in the hands of the Secretary the right to 
examine all records of the Company should he con= 
sider it desirable so to do; 
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(a) A certificate from the regular Accountant of 
the various Merchants, as per Exhibit A; 


(e) An affidavit to be signed by the appropriate 
officer, as per Exhibit B. 


3e The Secretary shall have the following rights: 


(a) The right of examining, either himself or by his 
employees, all records of sale or records which 
might pertain to sales; 


(b) The right to impose a penalty considered by him 
applicable for any deviation from the accepted 
schedule, presenting an invoice for payment for 
damages to the deviating Company, and having the 
right, in the event that such payment is not mde 
immediately, of deducting it from the deposit; 


(c) The Secretary shall be bonded in an amount 
similar to the total deposit; 


(a) The Secretary shall have the right to determine 
what constitutes a deviation from the schedule, 
and shall be authorized to consider any rebate, 
discount, or other inducement as a deviation. 


4. It is my understanding that the agreement shall include 
a proviso making the Merchant responsible for the acts 
of his employees. 


The form of the agreement is, I understand, to be between 
the Merchant and the Secretary, and to cover a period of at 
least one year, 


I understand meetings would be held monthly. 


Suggestions were made that the penalties to be imposed by 
the Secretary should be not less than the total amount of the 
order. You will recall I pointed out to you that in my opinion 
the Secretary should have the right to impose a penalty in an 
amount he considers desirable and necessary to correct any given 
situation. Iy reason for making this statement was that it was 
conceivable that a perfectly innocent error might be made on the 
one hand, and also that a total order might include many items 
at the regular schedule with perhaps one item in a wrong amount. 
It might also happen that the one item influenced the entire- 
order » 


If these items cover the understanding of your Committee, 
I will have them drawn up in the form of an agreement, but I 
should like to be sure that there are no items omitted in my 
understanding of your wishes. I shall be glad to hear from 
you in due course so that I may take the next step." 


(MOF 8-13) (LIT 3-20) 
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Exhibit 4, which was attached to the letter, was in the form of an 
auditor's certificate to the effect that no unauthorized price conces- 
sions had been disclosed by the auditor's examination of the merchant's 
records. Exhibit B, which was also attached, was in the form of a 
declaration under oath by an officer of a member firm to the effect that 
the terms and conditions of the agreement had been fully maintained. 

Mr, Havill was asked about this letter and his evidence was as follows: 


"Q. I am showing you copy of a letter dated April 2, 1941, 
LIT 3-20, addressed to Mr. T. Havill, signed by Hodder 
and Moffitt, and it eppears to have been dictated by 
Mr. C. V. Hodder, over 9 years ago. 

A, I can't prevent Mr. Hodder writing me letters, can I? 

Q a No, bu’ es 


A, Where did Hodder get this idea from? No such thing has 
been in effect. 


Qe JI am not asking you --- 

4, What Mr. Hodder had in his mind is no concern of mine. 

Q. You remember discussions about revisions of the agreement? 

4. Not that, no sir, never any part of it. 

Q. Never any discussions about -<- 

Ae No, sir, 

Q. = - ~ price schedules being issued by Hodder and Moffitt? 

A. We have asked Hodder and Moffitt to draw up a price list 
for us. They are secretaries, That is what we employ 
them for, to work for us, but they know -~ Hodder may have 
written that. Iam not concerned with what Hodder wrote. 
I have had no part of it, neither have I agreed to it. I 
might have received the letter. I cannot tell the mailman 
he cannot deliver it to me. 

Q» You mean to say you never had a meeting with Mr. Hodder 
in which you discussed the question of agreement between 
merchants? 


A, Wight have been. such a thing; there might have been such 
a thing; I don't remember it. 


Qe Are you saying that there was --- 


A, I say it might have been such a thing; I am not saying 
it was or was not, 
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Q. Why do you say there might have been such a thing? 
4. Because Hodder wrote that letter. 


Q. And is it not because you offered an agreement between 
nerchants? 


A. No, I never offered any such thing, because no such thing 
exists even today. 


Qe oes: and Moffitt did issue those price lists, didn't 
they 


A, Yes, they did. 


Q. So far as lines covered by these price lists are concerned 
you always copied them into your price books? 


A. No, we checked them because they are the markups that our 
company wants to adopt. We cannot afford to sell at less 
than that." 


(Evidence, pp. 1874-76) 


There is no indication in the evidence that the plans outlined in Mr. 
Hodder's letter of April 2, 1941 were ever put into effect and it appears 
that the 1938 arrangement was continued without substantial change. 


After McFarlane Son & Hodgson withdrew from the Q.F.P.C., and 
hence from the audit arrangement, meetings of this group gradually came 
to the point where the results of the audit were the only matters dis- 
cussed. Separate meetings of the full merchant group were held in Montreal 
from time to time under such name as "Quebec Fine Paper Merchants" until 
1942 when, upon T. B,. Little's rejoining the C.P.T.A., they became meetings 
of the Quebec Sub-Section of the C.P,T.A. McFarlane Son & Hodgson's with= 
drawal from the Q.F.P.C. did not affect its fine paper pricing or selling 
Practices. R.C. Denver who had been with the company for many years and 
who became vice-president and sales manager in 1947 gave evidence on this 
subject: 


"Q. Was it your understanding that your company was to maintain 
the prices issued in your printed price list? 


A&A. Was it my impression that our company --- 

Q. Or your understanding? 

A, No, it was not my understanding. I have had the books 
since I have been there, in 1937, and I knew from the 
business point of view that if we broke those prices 
there would be no money left in the business, 


Qe You followed those prices? 
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A. Yes, followed them absolutely. 


Q» And did you expect other merchants to follow the prices, 
too? 


p> Wes Yes, i did. 


Q. And did they ever tell you that they would follow the 
prices? 


A. No; if you did not follow the prices the profit would be 
shot. 


Qe Had you prepared your price lists from the Hodder and 
Moffitt schedules? 


A. That is right." 
(Evidence, pe 2089) 


Available records for the period up to early 1948 show that it 
was the practice for two different communications to go regularly from 
Hodder & Moffitt to the members of the Q.F.P.C. The first one of these 
gave the members information concerning their own accounts. As an exan- 
ple of this a letter written on June 24, 1942 by R. G. Johnston of Hodder 
& Moffitt, Montreal, to F, W. Willment of Canada Paper Wholesale, 
Montreal, is quoted: 


"Please be advised that a Council meeting has been called 
for next Tuesday, June 30th, at 12.30 o'clock at the Mount 
Royal Hotel. The purpose of the meeting is to consider the 
audit report for the months of December to February and en- 
closed is report of items noted in connection with your com- 
pany's sales during this period. 


Should there be any question regarding any of these items, 
kindly call me not later than Friday of this week as a general 
report of all sales will be going forward on Saturday. Also, 
should you have any difficulty in recalling any of these items 
perhaps I can be of assistance to you by referring to the 
auditor's note of your comments." 


(CMI 25-2) 


The other type of letter is illustrated by the following which Hodder & 
Moffitt sent out to the members on November 28, 1944: 


"Enclosed is copy of General Report of items noted in 
connection with Cetober sales which will be dealt with at 
the Council meeting on Thursday, November 30th. 


The individual company's items are indicated by a red 
'x' as usual." 


(WVD 3-8) 
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When the general reports were brought before the Q.F.P.C. 
meetings for consideration, they were the basis for discussion of 
differences in practices followed by the members. This is indicated 
by the minutes of a meeting held on June 2, 1941 which included the 


following: 


ATRIL, 1940 General reports in connection with sales for 

LO FEBRUARY, the period April, 1940 to February, 1941, 

2941 SAIES inclusive were discussed and the following 
points noted and decisions reached: 


1. 


36 


4e 


5e 


6. 


Te 


8. 


Assortment of mill brands of the same grade 
of Bond in direct mill shipment quantities 
at the direct mill resales is not permitted 
even though the color of one mill for one 
item to that of another mill is requested 
by the customer. 


Where typewriter papers are wanted cut in 
half, i.e., 55 x & and 7 x 8, same will 

be supplied at an upcharge of 10¢ per M net = 
no discount for cutting. Such sales are to 

be invoiced as a quantity of either & x 1l 

or 83 x 14, at the regular typewriter resales, 
cut to 53 x & or 7 x & ata separate cutting 
charge as specified above. 


No. 4 Grade of Book Paper should not be sold 
in less than two tons in one delivery as 
specified. 


Off-cuts are not to be counted in computing 
cutting charges per cutting charge schedule. 


Extreme difficulty in dealing with return of 
stock made less saleable was recognized. 


Cover Paper in cut sizes and packaged in 100 
sheet quantity and Blotting Paper similarly 
packaged were accepted as Stationery items 
and not subject to audit. 


No. 2 Padding Board in caliper .055 may be 
carried as a stock item and the resale for _ 
it is to include the upcharge applicable to 
this caliper. 


There is to be strict adherence to the 
cutting charge schedule. 


(CAT 2225) 
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This meeting was not attended by a representative of McFarlane Son & 
Hodgson but on July 4 there was a general meeting of fine paper merchants 
at which all fine paper merchants with warehouse stocks in Montreal, 
including McFarlane Son & Hodgson, not a Q.F.P.C. member, and T. B. Little, 
not a C.P.T.A. member, were represented. At this meeting all the items 
shown above in connection with the Q.F.P.C. meeting of June 2 were dealt 
with and appear in the minutes under the heading: 


"Confirmation of Quebec Fine Paper Council Decisions" 
(CPV 22-72) 


It would seem that in the Quebec Fine Paper Council meetings 
the representatives of the members were expected to explain matters 
shown on the general report and at such times the name of the merchant 
concerned in a particular transaction would be revealed. This is implicit 
in the following minute quoted from those for the Q.F.P.C. meeting of 
December 30, 1941: 


NOVEMBER General report re November sales was discussed in 
SATES detail with two of the members undertaking to re- 


port back to the next meeting respecting some of 
their sales. 


It was reaffirmed that the schedule applies to 


sales to any department of the Dominion Government 
and any Wartime organizations. 


(CHI 24-4) 


The audit under the Q.F.P.C. arrangement was still being carried 
on in the fall of 1950 as Mr. Moffitt said in evidence: 


"Q. Has there been any change in the functions of Quebec 
Fine Paper Council, to your knowledge, since 1945? 


Ae No. 


Qe And up to the present time are they still carrying on 
with the audit, in the same way as before? 


A, Yes. 
Q. And for the same purposes as before? 


A. Yes." 
(Evidence, pe 86) 


Mr. Moffitt's evidence as to what were such purposes has been referred 
to previously at pages 300-301. 
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4s an illustration of the methods used in the post-war period 
a letter written on July 18, 1947 by R. G. Johnston to T, M. Hubley of 
Federal Paper is quoted: 


"Enclosed is report on items noted in connection with 
your sales during the month of June. 


Should there be any question with regard to these items 
please communicate with me not later than Wednesday, July 23ra." 


(FRO 12-8) 


There were six items listed on a Fage which was headed: 


"FEDERAL PAPER COMPANY LIMITED 
DEBIT ITEMS 


RE 


JUNE 1947 Salks" 


Items 2 and 3 were shown under the sub~heading: 


" Items considered of a petty nature for which debits will be issued" 


Items 4, 5 and 6 were under another heading: 
"Items for which debits issue ior to completion of audit" 
(FRC 12-82) 


Item number 1 on the list sent to ir. Hubley turned up as item number 3 
in a 3epage list of 31 "Debit Items" that was sent to each of the council 
members on July 25. The covering letter said: 


"Enclosed is copy of the general report respecting 
sales during the month of June, which is among the items 
to be considered at the next meeting of the Council," 


(LIT 54) 


The sales reports in evidence which were sent out by Hodder & 
Moffitt to the Q.F.P.C. members only made mention of transactions in 
which the merchant had charged the paper out for less than the full amount 
called for under the price schedule, rules and regulations. When the 
auditor went to the premises of one of the members he carried with him 
.& copy of the previous sales report concerning that member and checked 
to see whether the items noted had been adjusted. Mr. Johnston would 
be advised as to whether they had or not (Evidence, p. 1941). 


Mention has already been made of the fact that McFarlane Son 
& Hodgson withdrew from the Q.F.P.C. in 1939. The T. Havill Paper 
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Company withdrew in 1947, this action apparently being taken as some 
kind of reprisal for Mr. Havill's views not being followed in a matter 
not directly related to the audit. Mr. Havill's evidence indicates that 
it was not the practice of his firm whether audited or not to sell fine 
papers at other than the prices set out in its price list or, in other 
words, at other than prices derived from the Hodder & Moffitt Schedule: 


"A, . . . But standard goods, as I said before, as far as 
I am concerned the lowest price we can have on a standard 
article is the standard price for that article. You can- 
not sell it at a higher price. That is why those prices 
work themselves down: to the same price for the same quan- 
tity or the same grade of paper. You could not sell any 
other way." 


(Evidence, pe 1882) 


Turgeon of Quebec City was another merchant to withdraw from the 
Q.F.P.C. Documents in evidence show that for some years L. P. Turgeon was 
troubled about the possible application of the Combines Investigation Act 
to the activities of the C.P.T.A. and the Q.F.P.C. From time to time, 
either by writing to Ivan Moffitt or in some other way, Mr. Turgeon 
brought his fears to the other members' attention. A typical letter on 
the subject was written by Mr. Turgeon to Ivan Moffitt on January 22, 1946 
just after Mr. Turgeon had read in the press of amendments being made to 
the Combines Investigation Act: 


So far as the activities of our association are concerned, 
I do not feel nervous, as long as a new Combine Act is not en= 
forced by the Government, but I do not feel so comfortable about 
the work of the Quebec Council. (Checking member's sales and 
prices). I fear that what has been a contribution on the part 
of the paper distributors to WeP.& T.-B. is now becoming a 
violavion of the law. 


In front of those facts, I sincerely believe that time 
is ripe for us to discontinue the practice of auditing members! 
books, and reporting errors or omissions to a committee. 


I would appreciate very much having your views with 
regards to this new situation," 


(LFQ 6-1) 


Mr. Moffitt acknowledged this letter on January 26 and closed his letter 
as follows: 
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Your engagements probably will require you or Francois 
(Turgeon) to travel to Montreal within the next few months, 
when it could be arranged to have the Council discuss the 


matter," 
(LPQ 6-3) 


Apparently no action was taken at this time. Turgeon resigned from the 
QoF.P.C. in 1949 after this investigation started, 


It might be m entioned that after John Neville became established 
in Ottawa as 4 merchant in 1940, his firm became a member of the Q.F.P.C. 
and his records were audited by a Hodder & Moffitt man. Neville Paper's 
position was unique in the Q.F.P.C. as it made no payment for the audit 
Services. The other members made payments which totalled $660. for the 
first quarter of 1950. Of this $660., $220. was split between the seven 
of the eight members with each member paying one~seventh. The other $440. 
was paid by the seven members on the basis of the part of the time spent 
on their premises by the auditor as compared to the whole amount of time 
spent on the audit for the period. Thus, whereas the audit cost Neville 
nothing in 1950, it cost one merchant in Montreal a total of $44.63 for 
three months and another $154.63, 


(c) The Prairies 


The Prairie Fine Paper Council agreement which was adopted early 
in 1935 was patterned after the Ontario Fine Paper Council agreement and 
generally followed its provisions closely. The sections covering the 
“Secretary~Auditor"™ and the “Audit" are quoted here; 


"No. 15. THAT Walter J. Macdonald be appointed Secretary= 
SECRETARY= Auditor at a fee of $50.00 per month for six 
AUDITOR. months, such fee to be payable monthly for the 

period of the arrangement. He shall provide 
satisfactory facilities for the purpose of con- 
ducting a systematic audit of the sales records 
of the members in those lines covered by this 
arrangement. He shall have complete control of 
the audit system. He shall be authorized to report 
direct to meeting of this Council particulars of 
infractions disclosed by the audit. He shall be 
given authority to interview any member at any 
time respecting irregular practices in which such 
member may be said to be involved. 


Noe 16 THAT the Secretary-Auditor, upon written complaint 
AUDIT "of a member shall make examination of the sales re« 
cords of such member complained of as he may consider 
necessary, to a proper report to the Council. The 
name of the member complaining shall be available 
to the member complained of.* 


(MID 3-98) 
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Although section 15 of the P.F.P.C. agreement called for a 
"systematic audit of the sales records of the members", no regular audit 
was in fact ever carried out in the Prairie Section of the C.P.T.A. It 
appears that one reason why the provisions of section 15 concerning the 
audit were not carried out was that of expense. “Whereas the annual fee 
to Ivan Moffitt under the 0.F.F.C. arrangement was to be $3,000 a year 
at that time, the payments to Mr. Macdonald, as agreed to by the Prairie 
merchants, would total only ¥600. in a year. Another consideration 
probably was that as the larger merchants had relatively small branches in 
several of the Prairie cities, travelling expenses for any auditor would 
have been quite high. 


Minutes of the meetings and other records relating to the acti- 
vities of the Prairie Section show that after the P.F.P.C. agreement was 
entered into by the Prairie merchants, questions relating to observance 
or non-observance, in a particular case, of the rules, regulations and 
price schedules of the section were frequently discussed. The minutes 
of a meeting held on May 9, 1935, indicate consideration of the procedure 
to be followed in making complaints: 


Li] 
e e ® 


Method of Mr. Macdonald read to the meeting draft of an 
Audit affidavit which it was his intention to use in case 
of complaint against any member of the council, The 
meeting approved of the principle and Mr. Macdonald 

undertook to have a revised form presented for 

approval at the meeting on the 16th instant." 


(MID 3-46) 


There is no record of what was done in this respect at the meeting of 
May 16. 


A minute from those for the meeting held on July 9, under the 
heading "Unethical Business Practices", reads: 
Mh ? e ° 
Mr. Phillips raised a question under this heading but was 
not in a position to furnish names and the meeting was there- 
fore not able to discuss the matter. Mr. Phillips undertook 


to discuss the matter confidentially with the Secretary and 
with the party complained of. 


| 
(MID 3-40) 


A. C. Hunt of Mid-Yest who had acted for some years prior to 
1955 as a secretary of the Ninnipeg group gave evidence on this minute: 


"Os 


Qe 


e « » What is meant by ‘unethical business practices, ' 
cutting prices? 


It might mean that, and it might mean a matter of split 
deliveries. It might mean anything of that nature. It 
might mean failure to recognize mill Prices. I do not 
recall what was involved at that time, sir. 


But you say an unethical business practice, in addition 
to being cut prices might be things like split deliveries. 
It would be doing something contrary to the regulations? 


Shall we say it would be contrary to the accepted 
practices. 


To the accepted practice? 
Yes. 


Why, if it were understood that people were at liberty to 
do that, would you say it was 'unethical'? 


I would express it as my personal opinion that it would 
be unethical to viclate what was generally understood as 
being an ethical practice, 


An established practice? 


An established practice, yes, I should have used that word, 
established practice. 


And it would be unethical I suggest because the member who 
would do that had led other members to believe that he would 
not do it? 


Well, not necessarily so, although we would always hope 
that might be the case. But there is no obligation on 
his part." 
(Evidence, pp. 2291-3) 


Mr. Hunt, like many other witnesses, had already in his evidence 


taken the stand that no merchant was under obligation to follow the prices 
set out in the price schedules. He said: 


"Any prices that were discussed were merely suggested 


prices. There was no obligation to maintain those prices." 


(Evidence, pe 2230) 


~ Seale 


A meeting was held on February 13, 1936 and the minutes say: 


a 

Mr. Hunt stated that the cutting schedule was not being 
observed, principally on account of it being too high to be 
satisfactory- It was agreed that the Advisory Committee 
would take such steps as are necessary to revise this schedule 
and to report to the Council. 


(MID 3-84) 


At the meeting of larch 12, the matter was dealt with: 


u 6 8 e 

Cutting Charges A revised schedule of cutting charges, 
prepared by Mid-West Paper Sales Limited, 
was read to the meeting and with certain 
amendments was approved, on the understanding 
that these would be published in all new price 
lists: to that end Mid-West Paper Sales will 
submit proofs to the other members. 


(MID 3-81) 


Cut sheets in the fine paper trade are flat sheets that have 
been cut down from a standard mill size such as 17" x 22" to a lesser 
size such as 8" x 11" in which the paper is actually used by the con= 
sumere Records of the meetings and affairs of the Prairie fine paper 
merchants include many references to pricing preblems connected with 
cut sheets. This has probably been due in part to the fact that cut 
sheets are not only sold by fine paper merchants but also by commercial 
stationers, and consequently the fine paper merchants have not had the 
field to themselves. The minutes of the meeting of April 16, 1936 
include the following: 

a e 0® @ 

Cut Sheets - Arising from Mr. Douglas Clark's letter 

Stationers! in regard to price cutting at Dauphin, the Secre- 

Association tary was instructed to write to Mr. Borlase, the 
President of the Association, with a copy to Mr. 
Nobbs, the Secretary, complaining of the action 
of the Willson Stationery Company in cutting 
Prices in regard to the Dauphin School contract. 


(BARK 34-26) 
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Qn June 19, 1936 the secretary sent a notice to the members : 


"Information has come to this office to the effect that 
& substantial quantity of Book Paper was recently sold to a 
printer at a price somewhat below the regular list. 


Members are aware that the only circumstances in which 
quotations may be made below the list are for clearance 
lines but in these cases this office should be provided with 
full details as to the quantities, grades and prices at 
which such clearance lines are quoted. 


I shall later communicate with you by telephone to ascer= 
tain if you have any information in this connection." 


_ (BARK 34-19) 


Such a communication illustrates that the secretary was playing a part in 
the administration of the pricing plan. 


The advisory committee of the P.F.P.C. was active in 1936 and 
looked into various matters for the council, The minutes of the council 
meeting held on December 8, 1936 show that the committee had been giving 
sonsideration to the audit and complaint procedure: 


- e « The Council further agreed to accept the recom- 
mendation of the Advisory Committee to the effect that com- 
plaints should be filed with the Secretary and investigated 
by him in audit; the council also reaffirmed generally, the 
basis of agreement of April 1935. 


(MID 3-68) 


A notice sent out to the members on February 8, 1937 by W. We 
McVey, acting secretary, related to prices to be quoted to Tonkin and 
Company. It ended: 


"The member reporting feels that the other members will 
probably also be requested to quote and suggests that no quo= 
tation be made or as an alternative quotation be made at 25% 
advance over regular prices." 


(BARK 31-78) 


Apparently some question was raised at the council meeting of March 18, 
1937 about this order as on March 25 the secretary wrote a circular letter: 
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"Re: and C 


(n 8th February 1937 a suggestion was forwarded to all 
members regarding the following order: 


At the meeting of the Council on 18th iMarch 1937 the 
Secretary was instructed to enquire from the members as to 
whether or not any of them had filled this order. This 
canvass has now been completed and all replies received 
indicate that none of the members sold these goods to the 
above Company. 


Section 16 of the agreement is as follows: 


'That the Secretary-Auditor, upon written com- 
plaint of a member shall make examination of 
the sales records of such member complained 
of as he my consider necessary, to a proper 
report to the Council. The name of the mem-= 
ber complaining shall be available to the 
member complained of.! 


No written complaint has been received, and in the 
absence thereof no further action can be taken at the 
present time." 


(BARK 31-70) 


There is no mention of this incident in the minutes of the meeting of 
March 18 (MID 3-63) nor is there any other mention in the evidence of 

an incident referred to in a handwritten note on the copy of the secre- 
tary's notice of March 25 which was found in the files of Barkwell Paper: 


“Was BE. complaint about our selling coated in writing?" 
(BARK 31-70) 


The position of Barkwell Paper at this time was somewhat 
different from that of the other Prairie C.P.T.A. members. Apparently 
Barkwell Faper submitted its resignation from the P.F.P.C. in November 
1936. A committee of the council called on Barkwell and it seems that 
from then on until November 1939, Barkwell Paper did not contribute to 
the secretary's fees although it continued to participate in the acti- 
vities to which the secretary's services related. After Hodder & Moffitt 
took over the Prairie Section secretarial duties in 1939 there was no fee 
separate from that relating to C.P.T.A. membership. Barkwell Paper, 
whether it actually resigned or not, from the council, did not resign 
from the C.P.T.A. and there is considerable documentary evidence estab- 
lishing that throughout the period 1935 to the time of the investigation, 
Barkwell Faper was a party to the price and other agreements among the 
Prairie members of the C.P.T.A. 
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Qn December 4, 1937 W. J. Macdonald, the secretary, sent the 
members of the Winnipeg group, including Barkwell, the following letter: 


"I am informed that Baker & Sons Ltd. were sold 24 reams 
of #7 17 x 28-41M Goldenrod Bond at $5.74 per M. 


Will you please advise me if you have any information on 
this matter," 


(BARK 31-43) 
Parkwell Paper's reply was made on December 93 


"Re your letter of December 4th. » re Baker & Sons, Itd., 


We have never sold this firm, and have consistently re- | 


Siar to quote them. Would like to hear who sold them these 
goods. 


(BARK 31434) 


The matter of conducting a continuous audit came up again during 
meetings held in Winnipeg on April 11 and 12, 1938. The following is 
quoted from the minutes: 


Audit Qn the proposal to put into operation a running audit 
of sales records (and other records considered neces~ 
sary) it was agreed that the advisory Committee should 
be requested to bring in a recommendation as to the 
cost of conducting this activity and as to apportioning 
such cost among the member houses. 


(MID 3-26<3) 


Although an audit scheme on a systematic basis apparently never went into 
effect, the secretary continued to enquire about particular mtters as _ 
they arose. Thus on November 17, 1938 Mr. Macdonald wrote to the members 
of the Winnipeg group: 


“Please advise if you have recently supplied University 
of Manitoba with Mimeo; if so, at what price? Please phone 
this to Miss Brown, 93 671, first thing tomorrow (Friday) 

- morning." 


(BARK 31=22) 
This question, which presumably arose out of a complaint about a price 


quoted or charged, was referred to at the Prairie Fine Paper Council 
meeting of November 24. The minutes are allusive: 
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u) ® 
University of This was referred to Barber-Ellis and Clark 
Manitoba Bros. to work out a satisfactory solution. 


(MID 3-19) 


Mr. Macdonald resigned as secretary of the Prairie Fine Paper 
Council in late 1939 and the minutes for the meeting of November 3 record: 


Audit Mr. ifacdonald, the retiring Secretary, recommended 
that audit on complaint should be changed to some 
other form of audit as might be decided upon by the 
members « 


(MID 3=7) 


After Hodder & Moffitt opened a branch in Winnipeg in November 
1939 with D. Williamson as resident representative, no apparent change 
was made in the audit arrangements. A minute included in those for the 
meeting of November 21, 1940 makes reference to the situation as it then 
Was: 


Complaints Members agree to give Secretary all aid in 
Investigation investigating complaints. 


(MID 4-662) 


The minutes of a meeting of January 21, 1941 relate in part to 
agreement upon customer classification: 


Direct Mill Inquiry to be made re two three ton lots sold 

Shipment - to firms not on the list published 20th February 

Bond 1940. Re-affirmed that list could be added to 
only at a meeting of this Section. 


(MID 4-65) 


This obviously referred to an arrangement under which the members could 
sell certain firms, whose names were listed after approval by all the 
merchants, in direct mill shipment quantities with payment on a basis of 
net, thirty days. Buyers not on this list would be sold "for cash with 
order without submission to the Council" (MID 4-78). 


- Seg 


The following minutes, quoted from those for a meeting held on 
September 11, 1945, cover matters which had come up for discussion because 
@ member had not been following standard procedures: 


leans from customers Members go on record that it is 
wrong in all cases to borrow goods 
from customers. 


Cutting stock sizes Members agree trade practice of 
to small sizes without charging for this service should be 
charge strictly maintained. 
e® @ o” 
(MID 4-7) 


A copy of the minutes of this meeting, found in Mid-West Paper's records, 
has a handwritten note opposite the minute immediately quoted above saying 
"Dick Hillier got caught" and another opposite the first one saying "Cur 
complaint re Clarks" (MID 4-7). This meeting was attended by a represen- 
tative of Barkwell Paper and a handwritten report, presumably made by him 
to A, M. Barkwell, the proprietor, included the following: 


" . © » Any infractions of rules in future to be looked into 
by Williamson & no names to be given. Williamson to report 
back if infraction took place. Hillier had delivered goods 

same day order placed also did cutting at no charge for National 
Drugs on Coated Book. Admitted both." 


(BARK 14-54) 


There was no mention in the minutes of any discussion or decision on the 
first mentioned matter, 


On October 24, 1945 it was decided at a meeting that 25" x 338" 
should be adopted as the standard stock carrying size for book paper. 
The minutes for a meeting held on December 18, 1945 show that this ruling 
had caused trouble: 


u 
eo @ @ 


Delivery of an Member stated a customer could not use 
Import Order standard size by reason of equipment and 
Non Standard did not have facilities for handling more 


Stocking Size Book than 5000/7000 sheets at a time = these 
being charged out at the proper ex warchouse- 
basis. This is ruled as irregular and member 
advised to regularize future transactions. 
Details are to be registered with Secretary. 


(HOV 13-35) 


+ 326 5 


The complaint appears to have been that the merchant, because the customer 
could neither use the standard size nor store enough of the non-standard 
size to make up a mill order, undertook to stock the non-standard size am 
sell it to him as required. Under "regularized" procedure the merchant 
would sell the sheets after cutting them down from the regular stock size 
and would charge the customer for cutting them. A rise in cost to the 
buyer would result. 


After the removal of wartime price controls the Prairie merchants 
continued to operate their private system of minimum price control as they 
had before and during the war years. Thus, the Winnipeg manager for Barber- 
Ellis reported to K, W. llurphy, Barber-Ellis' sales director on May 14, 1948: 


"We are having a meeting of the paper group on Tuesday 
morning of next week and we mean to go after Mr. Hillier quite 
strongly regarding the little concessions that he keeps making 
to customers. For instance we find out that he never changed 
his terms from 25th to 20th of the month, and we find that if 
somebody does not pay their account until the first week of the 
following month he still gives them the discount. Of course, 
he still has this habit of giving away turkeys to the fellows 
in the shop and recently we have had several complaints of him 
giving people paper against mill shipments out of stock. 


it 
o @ @ 


(BEW 8-2) 
Mre Nelson sent a further report to Mr. Murphy on May 18: 


"At a meeting the C.P.T.A. held this morning several 
things came to light, amongst them was the fact that Clark 
Bros. apparently for some years have been putting in phony 
tenders to the C.N.R. and they have been arriving at their 
prices by taking the mill cost, less loyalty, plus an up 
charge for the punching and round cornering, and then add 
& margin of profit and putting in that price. Of course 
the rest of us would have no way of mowing what they were 
doing. It was Mid-West Paper Sales who brought it to light 
and after a lot of discussion it was decided that Clark Bros. 
would register their prices with Hodder-& Moffitt and that 
these prices would be available to all of us. 


Hillier Paper flatly denied having shipped Baker & Son 
out of stock against a mill shipment and he was also faced 
with having done the same thing for the Kingdon Printing Co. 
When they had a fire recently, But he stated that at that 
time E, B. Eddy Co. gave priority to his order and he was 
able to deliver a mill shipment complete except for a few 
colors in less than two weeks. Mr. Hillier has agreed to 
change his discount dates to the 20th of the month and now 
you are up-to-date on the news." 


(BEW 8-3) 
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Mr. Murphy, who was to be elected president of the C.P.T.A. in 
June 1948, replied on May 19: 


"Thanks for your letter of May 18th with reference to Clark 
Brose quoting phony prices to the O.N.R. It is amazing what 
comes to light. I suppose they have been doing this for several 
yearse 


I think it was a good idea to go after Mr. Hillier as it 
may stiffen his backbone when he is asked for special conces- 
SionS. 


(BEW 19-5) 


Apparently no minutes were kept for the meeting of May 18, but 
there is further information on the tender situation in a letter written 
by Mr. Nelson to Mr. Murphy on May 20: 


"I know that you are interested in what goes on here in 
Winnipeg so I want to tell you about the 'pay-off' on the 
special prices for the C.N.R. and the T.C.A. because both 
these firms were asking for tenders. 


Clark Bros. agreed to make the prices available to every- 
one at a meeting held on May 18th and you are quite right when 
you say this has been going on for years. Stuart Clark said 
all he had been doing was to follow out an arrangement that 
oa been in effect for some years, even before he came here in 
1935. 


Now as I said before they were going to make the price 
available, and by the way the tenders closed at twelve noon 
on May 19th, so Mid-West, Hillier and ourselves were phoning 
Hodder & Moffitt by ten o'clock yesterday morning asking for 
these prices. Don Williamson said that he had been in touch 
with Clark Bros. and they said that they could not have the 
prices available until noon hour. Well, of course, this was 
all very obvious. 


e e e However, about eleven o'clock yesterday morning 
Clark Bros. did phone the prices to Hodder & Moffitt and were 
they ever phony. They all included tax and as far as we were 
concerned we just could not compete. We quoted, of course, 
but on a basis whereby we would make a little money if we got 
the order, which by the way, amounted to about seven tons of 
assorted sizes most of it to be punched and round cornered. 


Here is something else I did not know, that Clark Bros, 
apparently have been getting sufficient of this type of busi- 
ness that they now have their own equipment for punching, 
ruling, round cornering, and of course, cutting. Any difference 
in price between the cost of the paper and the finished article, 
is as far as Clark Bros. are concerned, due to their much lower 
costs of processing." 


(BEW 8-5) 


August 27, 1948 when he wrote to Barber-Ellis, Winnipeg, 


= Deu, = 


Stuart Clark of Clark Bros, reopened the tender question on 


and, presumably, Mid-West Paper, as follows: 


"With reference to C.N.R. quotations. 


You will remember in May before I went East to the Canadian 
Paper Trade Association Meeting, we held a heated discussion 
in reference to quotations to the C.N.R. 


I advised at that time that for years we had been quoting on 
cost plus and on that basis we had only been getting a small 
share of the business, but we had been getting what we figured 
was our share. 


I would like to hold a meeting early in September and have 
each Paper House bring their quotations and a record of what 
orders they have had since May of this year, and I contend it 
is very foolish to expect an organization like the C.N.R, who 
have privileges of buying direct from the Mills, but who are 
attempting to distribute their work on a pro rata basis accord- 
ing to freight to pay the regular list on Fine Papers, There 
are only two other sources that I can think of that these 
people might purchase from in the City, one is W, J, Gage and 
the other is Barkwell Paper Company. I am sending George 
Barkwell a copy of this letter. 


If I can be convinced that this business has been distributed 
in the City to the members of the Canadian Paper Trade here at 
the long list, then we are quite prepared to fight for our 
share on a basis of diverting cars to the C.P.R. 


However, if no members are getting business cn this basis, then 
I feel we seriously should consider making ourselves competitive," 


(BEW 12) 


Mr, Clark gave evidence on this letter: 


"Q, 
A. 


What do you mean by that? 


The C.N.R. send us a copy -- the tender -- and send it to 
the others. If I can find out that business is being 

placed locally, and if it is all going to one man, I will 
ask him, pointblank, 'What are you quoting?', and he will 
tell me, I will find out what he is quoting. If I find out 
he is quoting the same as we are, I am prepared to fight for 
it on the basis of tonnage. If I find out he ig cutting the 
price I will meet him, and I will cut my price, 


Then, so long as there is no price cutting among the-members 
are going to confine your activities, so far as getting the 
business on the basis of diverting cars, is that correct? 


Yes," 
(Evidence, p, 2499) 


you 


and Hillier Paper 


— Jon 


By "diverting cars" was apparently meant that, failing receipt 
of a part of the C.N.R. business, Clark Bros. would divert their trans- 
portation business to the C.P.R, 


A meeting was held on September 11 and although the Proposed 
agenda sent out on September 7, 1948 had an entry "C.N.R. Price Basis 
S. Clark", the minutes make no mention of the matter (HFC 2=1)(HOV 13-5). 


In western Canada the merchants had different prices for each 
of the three Prairie Provinces, For this reason the prices shown for exe 
warehouse sales by, say, Mid-West in the price books put out by that com- 
pany's Winnipeg, Regina and Calgary branches would all be different. 
Trading of price books between merchants was one of the methods used in 
arriving at uniform prices, Thus, on August 11, 1948 R. G. Iebeau, then 
Mid-West sales manager, wrote to R. Wheatley at the company's Regina branch: 


"Received in the mail today a complete new Barber-Ellis Regina 
price list - sheets are dated June 7th, 1948. 


As they claim this to be a complete new book we would ask you 
to kindly double-check with your old book to make sure the 
prices are in order. If there are any discrepancies please 
arrange to have them corrected or advise us. 


Please destroy this letter," 
(MID 23-3) 


A similar letter concerning a Barber-Ellis price list for Calgary was sent 
to Mid-West's Calgary office on the same day (MIE 8-3), 


After some negotiation Barber-Ellis » Regina, raised the price on 
one of the items in its Regina price book to correspond with the Mid-West 
Price for the same product (MID 22-14). Mr. Lebeau acknowledged the advice 
of this upward change by Barber-Ellis in a letter dated September 1 to 
Mid-West's Regina manager, in which he said: 

od @ @ @ 
We are pleased to have your word that B&E have changed their 
prices to conform with ours. 


(MID 22-1) 


; Mr. Lebeau wrote to H, Mills, manager of his company's Edmonton 
branch on September 1: 


"Clark Brothers sent new copy of their Edmonton Fine Paper 
Division price list to Mr. Colin Ross in Winnipeg all of which 
would seem natural. We have seen this book. AH 


= o90 © 


Will you kindly obtain copy for the writer as we would like 
to have a record in this office of all competitors Fine Paper 
Division price books. 


At the same time, it would be well to have Bill Anderton 
double check their book with ours for pricings, listings, 
etc. and if there are any discrepancies endeavor to have 

them straightened out immediately. We will appreciate having 
a record of these differences if any. 


Please advise when this job has been done." 
(MIE 7-2) 
On September 30, 1948 Mr. Mills replied: 


"We have finally checked through the recent Printers list 
as published by Clark Brothers and compared the prices with 
those listed in our own list. 


We find the following discrepancies which you might check 
with Clark and advise as to what we should do to equalize our 
prices on these listed items: 


On Fage 43 we list Raw Hide Coated Cover at $7.50 and 
$9.50. Clark list Jutex Cover, which I believe is 
the same quality, at $6.70 and $8.30. 


On Page 36 we list Stag Blanks 3-ply at $5.50 and 
$6.90; 4-ply at $6.40 and $8.10; 6=ply at $8.00 and 
$9.90; 8=ply at $9.90 and $12.30, Clark Bros., on 
Fage 35, list Stag Blanks at the following prices: 
3-ply $5.20 and $6.60; 4~ply $6.20 and $7.70; 6-ply 
$7.60 and $9.50; 8=<ply $9.50 and $11.80. 


Also on our page 36 you will find differentials in 
the prices of Alliance Enamel Blanks as compared to 
their prices listed on Page 35. 


On Fage 37 we list Railroad Board, 4-ply, at $8.00 
and $10.10; 6-ply $10.30 and $12.90. Clark Bros. on 
their Page 35 list 4-ply $7.70 and $9.60; 6=ply $9.80 
and $12.30. 


These were the only discrepancies which we found in checking 
through this book. We would be very interested in hearing from 
you as to what action we should take to bring our prices into 
line." 


(MID 20-1B) 


Apparently Mr. Lebeau took the subject matter of this letter 
» — Clark Bros. in Winnipeg as on October 7, 1948 he again wrote to 
- Mills: 


~"300h~ 


“Your letter of September 30th re Clark Brothers price book. 


Would suggest that you get in touch with Joe Taylor about 
these discrepancies and by that time he no doubt will have 
heard from his Head Office in Winnipeg. 


Dealing with your letter Paragraph by paragraph as follows: 


1) 


2) 


3) 


4) 


Rawhide Coated Cover is #1 grade whereas Jutex Cover 
is #2 grade, the prices are correct and you will find 
this listed on Hodder-Moffitt sheet 534A « 


Stag Blanks you will find on Hodder-Moffitt sheet 642, 
your prices are correct. 


Reliance Enamel Blanks you will find listed on Hodder- 
Moffitt sheet 644 you forgot to give us the comparison 
of prices and as we do not possess a Clark Brothers 
Edmonton price list we can not double-check. 


Railroad Boards you will find listed on Hodder-Moffitt 
642 and your prices are again correct. 


It is difficult to understand how errors of this kind can be 
made when everything is so clear and understandable in the 
Hodder-Moffitt sheets. 


Please get same squared away with Joe," 


(MID 201A) 


fr. Lebeau was examined on this letter: 


iQ 2 
A. 


Qe 


Ae 


Qe 


e « e Who is Joe Taylor? 
The manager of Clark Brothers! branch in Edmonton. 


e « « tn the second paragraph where you say that you suge- 
gest he get in touch with Joe Taylor and by that time he 
will no doubt have heard from his head office in Winnipeg, 
does that mean you had been in touch with the head office 
here about the errors in their prices? 


Not necessarily. 
What do you mean by that? 


Just that the letter is self-explanatory. I am putting 
over the thought to him that those prices appear in the 
Hodder-Moffitt sheet. Those prices in the Clark Brothers 
sheet should have been the same as ours, and where their 
prices were lower than ours we would meet them in the same 
way as usual because it is our policy to meet competition. 


Qe 


Qe 


Qe 


Qe 


Ae 


=~JBA Co 
If they were wrong and they were going to bring them up 
to snuff, we were not going to lose on it. 
Where do you find that, that you would meet competition? 
It is a standing policy of ow compary,. 
You do not suggest that to him. You say to get in touch 
with Joe and he will have heard no doubt from his head 
office. Please get same squared away with Joe. There 
is no question of meeting the prices? 
I do not consider it necessary to tell our branch managers 
in every letter or every week to meet prices; that is our 
standing policy. 


Your definite instructions there were not to meet the 
prices but to get in touch with Joe? 


If Joe's prices were out of line in comparison with Hodder 
and Moffitt and if Joe wished to change them, fine. 


Joe was going to change them because you had spoken to his 
head office? 


No, not necessarily. 
You say ‘not necessarily', but you might have? 
I doubt it very much because that is a branch price book. 


Why did you say 'He no doubt will have heard from his head 
office in Winnipeg?! 


Didn't he say in a previous letter that Joe was writing to 
his head office in Winnipeg? 


What he actually says is that Mr. Mills ~-- he is writing 
to you in Exhibit 328 and he says: 


We find the following discrepancies which you 
might check with Clark and advise as to what 
we should do to equalize our prices on these 
listed items.! 


We have never made a practice of checking price books in 
Winnipeg for Regina or Edmonton, to my knowledge. 


He states that you check with Clark, which must mean his 
head office? 


Cur branch managers make a lot of smart suggestions. 
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Qo It would appear from your letter, I suggest, that that 
particular smart suggestion was followed up by you because 
you rep in no doubt that Joe would hear from the head 
office 


A. What date was that? 
Q. In 1948, October. 
A. Ido not recall it. 


Q. You can recall that you have, on occasions, spoken to 
Clark Brothers about prices that you consider incorrect? 


A. About a branch book? 
Qe About any book? 
A. A Winnipeg book, yes, but not a branch book." 
(Evidence, pp. 2364967) 


Arrangements and agreements in effect among the Prairie merchants 
operated effectively during the post-war period and the illustrations in 
the evidence, of action taken to reduce the price and trade practice dif- 
ferences of the merchants to insignificance, demonstrate this to be the 
casee On November 18, 1948 D. Williamson wrote to Ivan Moffitt as follows: 


"A point comes up on which we would like your comments 
and observations on Eastern practice. 


Are these direct Mill Shipments designed only for the 
trade or may they also be sold to Consumer ? 


Clark Bros. point out that large national concerns such 
as B. A. Oil Co. could not justify placing orders in the West 
because of the disparity in cost between an Eastern cost plus 
freight and our regular cut-to-size Schedule (stated to be 
almost 20%). Clark Bros. have: been selling such concerns on 
the direct mill shipment basis both as to quantity and price 
and this is being challenged and will likely come up at our 
next meeting. 


Clark Bros. themselves have initiated the query." 
(HOV 2-3) 


An incident in late 1948 shows how ir. Nelson of Barber-Ellis, 
Winnipeg, dealt with what he thought might be competition. Mr. Nelson 
reported on November 19 to K. W. ilurphy that Hillier Paper had shipped 
five tons of "Niagara Offset" to a printer at a quarter of a cent or 
half a cent a pound less than the regular price of Offset and he wanted 
Murphy to take the matter up with "Provincial Paper Mills and ask them 
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if they know anything about a cheaper grade of Offset being put on the 
market and if they intend to do anything about it, because our printer 
said that as far as he was concerned it looks just as good as No. l 
Offset" (BET 10-5). Mr. Nelson later found out that the paper sold in 
this deal was No. 1 litho and not offset and advised Ire Murphy that 
"on this basis its quite legitimate to charge it out at a lower price 
- « «” (BET 10-4), Mr. Murphy took this matter up with Mr. Jewett of 
Provincial and on November 29 wrote to Ir. Nelson: 


"With further reference to your letters re Niagara 
Offset, this was taken up at the Paper Trade meeting by Mir. 
Jewett and Eddy's assured him that they did not make a 
Niagara Offset. They only make one grade which is Wellington 
Offset. 


The E. B. Eddy Co. do make a Niagara Litho and this stock 
is approximately 1/2¢ a pound cheaper than Offset, so I think 
if you go into this matter carefully you will find Hillier is 
selling Niagara Litho. You of course can sell Oxford Litho at 
the same price. 


If you find later that Hillier has cut the price on 
Offset paper, I would suggest you take it up with Williamson." 


(BET 10=3) 


(4) British Columbia 


The “Rules and Regulations" of the P.D.C., as in effect from 
February 5, 1935, provided in part that all irregularities coming to the 
notice of members would be reported to the secretary who would investi- 
gate the same and, if necessary, conduct a systematic audit of the sales 
records of the member complained of; and they made various ancillary pro- 
visions designed to facilitate the secretary's examination. 


As has already been stated in Chapter VI, the four original 
fine paper merchant members of the P.D.C. made signed application for 
membership and agreed "to abide by the Rules and Regulations .. 
approved by the Council" (PDC 102-2). Onc rule was te tho effect that 
soos must definitely agree to abide by established prices and terms 
of sale. 


It was apparently the case that the members of the Fine Paper 
Division of the P.D.C. did not often call on John Cowan, the secretary, 
for assistance in settling such difficulties as arose. However, Ir. 
Cowan's annual reports to the P.D.C. show that complaints from the fine 
paper merchants were on occasion brought to him for attention. Thus, in 
his annual report made on February 1, 1938 he said: 


e « « there have been two or three investigations with 
respect to the Fine Paper Section. 


w 
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(POC 35-2) 
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Mr. Cowan made another report on February 7, 1939 in which he 
referred to a register of complaints which he kept. This showed that in 
the past year there had been two complaints which were classifiable either 


as "important or instances where the principle involved called for special 
mention" (PDC 59-54), 


Although few complaints were made by one British Columbia mer- 
chant against another, the members of the Fine Paper Division continued, 
occasionally, to use the facilities provided. This is illustrated by a 
complaint made to John Cowan on June 28, 1943 by F. Smith of Smith, 
Davidson & Wright: 


"We are advised that the Coast Paper Company are not obser- 
ving the schedule of cutting charges agreed upon by the Paper 
Distributors where a minimum charge is to be made, but are 
billing this out on the basis of 1,000 pieces and we shall be 
glad if you will take this up with them and ask them what they 
are doing about this. 


The point is that where a minimum charge is shown, no 
less charge can be made, no matter what the quantity is. 


We have a definite case brought to our attention and 
shall be glad ta have your report on this in due course." 


(SDW 17-12) 


Mr. Cowan must have taken up the matter with Coast Paper without delay for, 
on July 2, he replied to ir. Smith's letter: 


"Since receipt of yours of June 28th, I have been in 
touch with the Coast Paper Itd., who have just informed me 
that as a result of investigations they found their desk 
clerk had been erroneously quoting and billing the minimum 
price with regard to cutting charges. 


However, I am advised that the employee concerned has 
been directed along the proper lines and that all causes for 
complaint in the connection noted should be eliminated during 
the future. 


The principals have expressed regret and offer sincere 
apologies; also the hope that the Member or Members involved 
have not been unduly inconvenienced." 


(SDW 17-10) 


4 complaint which was made to John Cowan by an unnamed fine 
paper merchant on February 10, 1947 shows that when agreements were broken 
corrective action was taken by the non-offending parties: 


"We would like to draw to the attention of the Chairman 
of the Fine Paper Division that one of the members distributed 
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fine paper price lists prior to the agreed date. We have one 
case where a customer received a fine paper price list from a 
member on the 8th of February, whereas, the agreed upon date 
was the 10th. We would like this matter drawn to the attention 
of the members of the division." 


(CCL 10-55a) 


Mr. Cowan referred this complaint to H. E. Miller of Columbia Paper who at 
the time was chairman of the Fine Paper Division of the P.D.C., and when 
so doing closed his letter as follows: 


"I shall be glad if you will make the necessary arrange- 
ments to investigate the matter and advise me in due course 
of the reply which should be made to the commanication in 
question." 


(CCL 10-55) 


Several witnesses gave evidence on the methods used and the 
understandings in effect in British Columbia. One of these witnesses was 
F, L, Arthurs of Barber-Ellis, Vancouver, who had attended meetings of 
the merchants, off and on from 1935, and had been sales manager of his 
firm from 1944. Mr. Arthurs! evidence included the following: 


"Q. Would it be fair to say that you were aware of the fact 
that one of the purposes of the organization of the council 
was to see that prices were maintained? 

A. Well, I don't know about the word 'maintained!. 

Qe Adhered to, if you like that word better? 

A. In other words, that a price list is a price list, and 


that as such any firm that put out a price list will sell 
according to that price list. 


Q- And that was the understanding of the members of the 
council, was it not? 


A. Well, it was my own understanding of it. 


Qe 4nd you expected other people to do the same? 


A. Yes." 
(Evidence, pp. 2828,9) 
"Qe + « » Were you aware of the fact that you could make 
complaints to the secretary, if you desired to do so, 
rather than direct to another member? 


Ae Yes. 
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You were aware of that? 


Yes. 


And how was it that you, yourself, did not make complaints 
to the secretary? 


I, myself, and so far as I know Barber-Ellis, have never 
made a complaint to the secretary, and we have never been 
investigated by the secretary as shown in that preamble. 


Was that because of the relationship which existed between 
members of the fine paper division, that you thought you 
could talk to them direct? 


A friendly relationship between all of us. There are four 
or five paper firms in Vancouver, and we all know each 
other very well, and we are all ona friendly basis. And 
if there was anything of that nature ever came up, I would 
just go to them direct, if I felt so disposed." 


(Evidence, pp. 2834,5) 
F. Smith, the first chairman of the Paper Distributors Council 


and prominent in the trade in British Columbia for many years also gave 
evidence which indicated that because the basic agreements were being 
well observed there were few causes for complaint: 


"Q. 


A. 


Qe 


Qe 


And would other houses agree with you that they would 
stick to their price lists, published price lists? 


That was the general understanding, that we would keep 
to our prices. We have been buying from the same nills, 
at the same cost, and selling on the same tasis. 


4nd jf they did not stick to their prices, you would com- 
plain, would you? 


Apparently we had that arrangement, but I don't remember 
making a complaint, at all. 


Was that because they stuck to their prices? 


Generally speaking, yes. I would hear sometimes of some- 
body doing something, and making an inquiry about it, and 
giving a good explanation. They would say, ‘We are trying 
to get rid of it, trying to get it out. We will not have 
any more of it.' I have done the same thing, so I could 
not very well complain about their doing it. 


So that, actually, the fine paper business worked pretty 
smoothly, did it? 


Ae 
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It worked fairly satisfactorily to the mutual satis- 
faction of everybody." 
(Evidence, pe 2929) 
H, E. Miller, president of Columbia Paper since 1945 and also 


president of the C.P.T.A. in 1950 gave evidence as to his understanding 
of the arrangement: 


"Q 2 


Qe 


I suggest to you that you left the meeting, after those 
corrections had been made, with the prices then arrived 
at for the various items, which were the established 
prices mentioned in these rules and regulations, isn't 
that correct? 


I do not know anything about the rules and regulations. 
4s I say, honestly, I never read them, but those prices 
are established prices. You are asking me if they have 
always been adhered to. 

No, Ido not want any misunderstanding of that. I am 
not asking you whether they have always been adhered to. 
What I am asking you is this. Wasn't it your understanding 
that they were supposed to be adhered to? 

Yes, sir. 

By your company? 

By Columbia Paper Company. 

And by other companies? 

Yes, sir. 

You were not supposed to deviate from those prices? 


I would say were not supposed to, but we all did. 


But when you do you are, in effect, aeenneae an agreement 
not to, isn't that correct? 


It is done. 


But is it correct, when you did deviate from these prices 
you are, in effect, breaking an agreement you have entered 
into not to deviate; is that correct? 


Well, we, the Columbia Paper Company, decide those prices 
and the other houses, I presume, are to keep those prices, 
but they are not always kept. 
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Q. I appreciate that, Mr. Miller, I think that is what you 
said before, What I am asking you is this, Isn't it your 
understanding that if the other houses do not keep those 
Prices they are breaking an agreement that they have made 
with you to the effect that they would keep the prices? 


A. Yes, sir." 


(Evidence, pp. 3064,5) 


(e) Job lots, Qid Iots and Clearance Lines 


Paper merchants, like most merchandisers, sometimes find them- 
selves in possession of stock that because of some defect, whether in its 
manufacture or because of age or rough handling in the warehouse, cannot 
be sold at regular prices, In addition, a merchant will on occasion accu 
mulate quantities of paper which, because they have no place in his 
stocking programme, or because the quantity held is very small, create a 
disposal problen. 


It would clearly be impossible for the merchants to devise a 
pricing formula that would cover, in advance, all such special circun~ 
stances. It is also clear that if some control were not exercised over 
the offering of a paper at lower than the normal price, merely because it 
was classified as a job lot by the merchant, the whole complex price 
structure would be endangered. 


Job lots can come into the merchants! possession in different 
ways. One of these is that the mill making the paper offers it for sale 
as a job lot or in other words as an off-standard lot at a less than 
normal price and the merchant buys it. Any considerable supply of job 
lot papers from the mills would constitute a threat to the pricing 
policies and practices of the merchants, and on occasion, with some success, 
they have made representations to the mills that the mills should not offer 
job lot papers. Another cause of job lots is the rejection of paper by a 
merchant's customer on the ground that it is not up to standard or suitable 
for the particular job for which it was ordered, thus leaving it on the 
merchant's hands. 


In each of the sets of by-laws covering the Ontario Fine Paper 
Council, the Paper Distributors Council of B.C., the Prairie Fine Paper 
Council and the Quebec Fine Paper Council there were provisions covering 
job lots. Basically, these involved the secretary of the group being 
informed as to all particulars of job lots offerings by individual mer- 
chants and the dissemination of this information to all the merchants with 
warehouses in the territory in which the offering was made, 


(1) Ontario 


Available records covering meetings of the Ontario Sub-Section 
show that offerings of job lots were regularly approved by the members 
before the paper was put on the market. The following quotation from the 
minutes of an Ontario Sub-Section meeting, held on September 30, 1941, 
illustrates this: 


~ aes 
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JOB LOTS Job and odd lots were approved as submitted by: 


Fine Papers (London) Ltd., 
United Paper Mills Itd., 
Buntin Gillies & Company, Ltd. 


It was agreed to enforce the understanding that all 
invoices covering job and odd lots shall be clearly 
marked to indicate that such items are 'job', 


The following ruling was adopted by unanimous vote: 


No job or odd lot of writing and bond papers, 
white or colours, shall be offered or sold at 
lower than the prevailing warehouse resale 
price on No. 7 Bond. 


Items already listed as job or odd lots are not 
necessarily subject to the foregoing condition. 


(FNE 15-42) — 


The ruling incorporated in the first part of the minute quoted above was 
still in effect in early 1949 and was at that time to be found on sheet 
Noe 186B of the Hodder & Moffitt Schedule (HOF 34-1-40). 


An illustration of the fact that approval was not always given 
to the proposed offering is found in the minutes for the Ontario Sub-Section's 
meeting of February 9, 1943: 


An odd lot of Tariff Paper was approved for offering as sub= 
mitted by Buntin Reid Co. Limited. On a lot of sub-standard 
Bond Paper in the hands of the same company, it was suggested 
means might be found to dispose of this for conversion pur poses 
rather than to offer on the market generally, 


' 


(FNE 11-39) 


Sheet No. 186B of the Hodder & Moffitt Schedule, referred to above, 
was dated February 20, 1945, which was the date of a general revision of the 
schedule. This sheet incorporated the various rulings affecting the offering 
of job lots and odd lots in the Ontario territory and a considerable amount 
of documentary evidence both by way of minutes of neetings and notices and 
correspondence with respect to various offerings establishes that dealings in 


job and odd lots were generally governed by these regulations. The sheet 
reads as follows: 


"JOB AND ODD 
Lors 


es 


Ontario members shall not offer job or clearance 
lots by their salesmen or by circular in Central 
territory east vf a line running north from 
Kingston and passing through Sharbot Iake; nor 
Shall Quebec members offer job or clearance lots 
west of the same line. 


In Maritime territory job or clearance lots may 
be offered by Ontario and Quebec members thr ough 
their salesmen only, and not by circular through 
the mail. 


411 invoices for job or clearance lots shall be 
plainly marked in such manner as to indicate 
that the sale is made as a job or clearance lot. 


Any job or odd lot received or purchased by a 
member shall be made available to other members 
in the territory, subject to usual provisions as 
to prior sale, at the resale price less usual 
trade discount as on regular goods. 


Before offering any job or odd lot a member shall: 


(a) Submit samples and details, including pro- 
posed offering prices, of all lots of 1,000 
lbs. and over to a meeting of the Sub=-Section, 


(b) Report to the Secretary full details of all 
job or odd lots of less than 1,000 lbs. 


Details of all job lots, as above, shall be cir- 
cularized by the Secretary to all members in the 
territory. 


Job and odd lots to be filed shall include items 
of lines listed in price books, and other lines 
such as Boxboard, etc., not regularly listed in 
price books issued by members. Exceptions are 
made for Coated Book and Litho Seconds, Coated 
Blank Seconds, Coated Blotting Seconds, Gummed 
Paper Seconds. 


No job or odd lot, including Seconds, Retrees, 
M's, N's, shall be combined with regular grade 
stock to make up the quantity of an order. 


No job or odd lot of writing and bond papers, 
white or colours, shall be offered or sold at 
lower than the prevailing warehouse resale 
price on No. 7 Bond. 


~344.7 


All job and odd lots shall carry a mark-up over 
net cost at least equal to the rates applying 
to regular grades." 


(HOP 34-1) 


The prices approved by the Ontario merchants for job lots were generally 
‘those suggested by the merchant making the offering. It seems that some 
distinction was made between job and odd lots on the one hand and clearance 
lots on the other. In the former case the usual mark-up was taken although 
on the basis of a lower than usual cost. In the case of clearance lots, 
the problem seems to have been the merchant's desire to get rid of some 
paper at less than the regular price and mark-up because through deprecia- 
tion or for some other cause which had taken effect after he purchased it 
from the mill it had become unsaleable at the regular price. There are 
examples appearing in the evidence where such items as discontinued lines, 
sub-standard lots and clearance prices are involved. Although in these 
cases the normal rate of mark-up probably did not prevail the actual prices 
to be charged by one merchant were approved by all the members. 


An Ontario Sub-Section meeting was held on January 22, 1948, the 
same day that the sales manager of United Paper Mills wrote to the company's 
branch in London and said: 


"With reference to your order for 14,000 sheets half size 
Crescent Index White 110 M, the association hds decided to put 
@ special price on these goods of 163 cents lb. for White and 
17% cents lb. colors net, no quantity discount. 


We think it would be advisable to bill your customer at 
this price on the lot you have already sold." 


(UPM 8=3) 


There was no mention of this decision in the minutes of the 
meeting but on January 26 Ivan Moffitt wrote to the Ontario Sub-Section 
members and said: 


"Re Index Bristol, Side Run, 154 x 254. 
A flat clearance price to apply to all grades and in all 
quantities: 
White - I16s¢ per lb. 
Colours - 17 os 


No quantity discount. Regular terms = 2%=-20th. 


This offering to be confined to territory of Kingston and 
West in Ontario." 


(HOE 22-7) 


Apparently in this case the disposal problem arose because the index bristol 
was not in standard size sheets, 


ae? 


The members of the Ontario Sub-Section held a meeting on March 13, 
1948 and the following is quoted from the minutes: 


JOB LOS A stern warning was voiced that unless a firm stand 
ds taken on the acceptance of job or odd lots, the 
offering of these items will be the cause of dis- 
ruption in the market. 


Some lots of Offset and Litho papers as submitted by 
Fine Papers Limited were approved for offering; also 


lot of ledger paper submitted by Whyte=Hooke Papers 
itd. 


(BRP 1-15) 


Standard procedures with respect to the selling of job lots con- 
tinued in the Qntario Sub-Section after this inquiry started. Thus, the 
following is found in the minutes for a meeting held on June 29, 1950: 


"JOB. AND ODD LOTS As odd items and overstocked items accum- 
late in every warehouse from time to time, 
it was agreed to prepare and circulate com- 
posite lists of such items periodically, the 
first to be made up at the start of July. 


4n odd lot of Ivory Offset as submitted by 
Buntin Reid Paper Company was approved for 
offering. ; 


(HOE 56-1) 


Cn July 4, 1950 Hodder & Moffitt sent the following circular letter to each 
of the Ontario Sub-Section members: 


"Buntin Reid Paper Co. Limited have in stock the following 
quantities of Special Offset Ivory which was bought at the regu- 
lar price of Offset Book White, and which they propose to sell 


as follows: 
1/2M Sheets $19.00 cwt. 
500 Ibs. 17.25 " 
1,000 Ibs. 16.00 " 
2,000 Ibs. he 96 bah 
less than 1/2ii Sheets 22.00 " 


The stock is 35,151 sheets, 25x38-160M 


This offering will be made in the territory of Kingston 
and West in Ontario." 
(HOF 54-14) 
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The principal difference between this letter and one that had 
been written to Hodder & Moffitt by Buntin Reid on June 21, 1950 was that 
in the letter of July 4 the territorial reference had been added, 


(44) Quebec 


The merchants with warehouses in the Quebec Sub-Section terri- 
tory of the C.P.T.A. had arrangements concerning job and odd lots which 
were similar to those in effect in the Ontario territory, 


There are indications throughout the documentary evidence that 
the job lot question was regularly dealt with in the meetings of the Quebec 
merchantse The following quotation is from the minutes for a meeting held 


on January 23, 1941: 


Coated Seconds 


Request was made to have Coated Seconds reported monthly on 
the Job lot lists and it was agreed there was no necessity for 
it as these are a regular line for which there is an established 


resale," 


(CAV 22=3) 


The requirement that job lot paper be in some way different from that 
normally stocked and sold is illustrated in the minutes of a Quebec Fine 


Faper Council meeting held on June 2, 1941: 


"JOB LOT Request for permission to dispose of some items in 
stock in Ottawa as Job was not concurred in as it 


was felt the majority were regular stock items, 


(CFV 2225) 


Minutes of a Quebec Sub-Section meeting held on December 20, 1945 
mention certain arrangements which had been effective with respect to job 
lots: 


JOB LOS Rast agreements respecting Job lots as circularized 
by the Secretary, aud as noted below, were reaffirmed, 
with action to be taken to remind the Mills of their 
Part in the agreements. 


Classifi io 
Job lots are to consist only of 
1. Shopworn or damaged itenis, 
2. lines being discontinued, 
3. Items purchased as Job. 


- 347 - 


Discontinued Stock Lines 


Any stock line being discontimed by a member is to 
be offered to any other member or members cont 

to carry the line before being offered to the trade 
as a job lot, such member or members to have the 
Privilege of purchasing it at a cost of the mill 
price less loyalty and maximum quantity discount. 


The interested mill is to be notified of such discon- 
tinuation and requested not to sell the member that 
particular line for a period of six months and then 
only upon the member undertaking to restock the line. 


Respecting job lots of items such as Padding Board 
and Patent Coated Newsback produced by mills not 
members of the Book and Writing Section, the consensus 
was that these are a matter for the merchants indi~ 
vidually as they are offered. 


Current direct offering of a lot of Offset Paper is 
to be refused and the Secretary of the Book and 
Writing Section requested to remind the mill concerned 
of the agreement as above. 


(TH 1213) 


The "Mill Job lots Agreement" referred to above was covered in a minute of 
a Book and Writing Section meeting held on November 29, 1938, which is 
quoted in Chapter V, page 162. 


A Quebec Sub=Section meeting was held on January 31, 1946 and 
the minutes show that "Job Lots" were again discussed: 


wt 
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Report was received from the secrotary that he had been advised 
there was no firm understanding regarding Job lots so far as 
the IMills were concerned. The Secretary of the C. P, & P, A, 
had advised the Mill Job lots Agreement as detailed in the 
minutes of the meeting December 20th, 1945, had only been put 
into effect for a trial period which had elapsed. 


It was thereupon agreed to request the Ontario Sub-Section to 
reaffirm the Mill Job lots Agreement as detailed in the minutes 
of the meeting of December 20th, following which the Mills 
Relation Committee is to be asked to seck renewal of the agree 
ment by the ifills. 


AANAS 17 


- 348 - 


In the meantime, the agreement is again reaffirmed as being 
in effect and any direct offerings of Job Icts by the Mills 
are to be reported to the Secretary for reference to the 
Secretary of the Book and Writing Section as though the agree- 
nent was in effect with the Mills. 


ee (MCF 8-304) 


There were discussions on the job lot problem at a later date 
between representatives of the mills and the merchants, but the evidence 
does not make clear that any agreement such as that of November 1938 was 
again formally recognized as being in effect. 


A Quebec Sub=Section meeting minute for June 26, 1947 shows 
that individual attention was given to each proposed job lot offering: 


JOB LOTS One lot of one item of Bristol and a few items of 
Mayfair Cover in odd sizes which a member was desirous 
of offering as 'job! were not questioned. 


A considerable quantity of Mayfair Cover in size 

24, x 36 and of No. 3 Book, 20 1/2 x 28, are not to 
be offered as 'job! subject to review in the Fall. 
In the meantime, the other members will assist as 
much as possible in the regular disposition of these 
items. 


‘oo (LIr 7-38) 


A letter written by R. G. Johnston of Hodder & Moffitt, Montreal 
to the Quebec Sub-Section members on August 29, 1947 illustrates a practice 
with respect to reporting job lots which was still being followed by these 
merchants when this inquiry started: 


"September lst is the next date for reporting any job and 
edd lots which you may propose to offer to the trade. 


New lots, by the way, may not be offered to the trade 
until the 10th of the month in which they are listed." 


(JER 13-88) 


At the time this inquiry started, the members of the Quebec Sub- 
Section apparently had an agreement among themselves that they would not 
purchase job lots from the mills as the following appears in the minutes 
for a meeting held on October 29, 1948: 


—— 
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Job Iot offerings were considered to be a matter for the 
attention of the Central Section and the question is to be 
referred to it. In the meantime » there is no change in the 
Present local understanding that Job lots will not be purchased. 


(KRV 1~11) 


The agenda for a Central Section meeting to be held on January 20, 
rats as notified to the members by Ivan Moffitt, included the following 
em: 


"2. Job lot = as to extent of offerings and methods of 
distribution." 


(TH 10-1) 
The minutes for the meeting do not make any reference to the subject. 


(141) Prairies and British Columbig 


The job lot problem was apparently not one that caused the mer=- 
chants in the Prairie and British Columbia sections of the C.P.T.A. very 
much trouble. Apparently this was in large part because the manufacturers 
did not offer these more distant distributors job lots for disposal. 


The evidence indicates that the Prairie and British Columbia 
merchants did keep the members of their own groups informed as to what 
papers they were offering for sale at lower than regular prices and that 
somewhat informal arrangements satisfactory to these groups were observed 
within then, 


The following letter, written by A. E. Nelson, then manager of 
Barber-Ellis, Winnipeg, to Mid-West, Clark Bros. and Hillier Paper on 
May 11, 1948 covers a case where approval of a price reduction was 
requested before the offering was made: 


"About a year ago we purchased some Olde Vale Antique 
and when this paper arrived it turned out to be very poor 
quality, it has a poor finish and it is dirty in colar, and 
we have tried every way we know to sell this stock during the 
past twelve months. 


The writer is now asking permission to clear this as a 
Jobbing item at 12¢ lb. and before offering it to the 
printers I want to give you chaps due notice and you might 
let me have your reaction," 


(HFC 1-1) 
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It was argued in’the course of this inquiry (as also in the case 
of other inquiries involving somewhat similar circumstances) that there is 
nothing objectionable in the exchange of information among merchants re- 
lating to special offerings for special reasons at special prices. Exchange 
of such information, it was stated, may serve to facilitate the disposal 
of stocks of such goods by making their existence known to merchants who 
might have customers for them. It was further stated that the practice 
serves simply to avoid disturbing price fluctuations which are based on 
the misapprehension that the merchant offering has lowered his general 
price structure and which serve no useful purpose of any kind. Undoubtedly 
the exchange of such information might upon occasion be quite innocent and 
if confined to the purpose of facilitating sales might well serve a useful 
purpose. The practice relating to job lots, as described in these pages, 
was not so confined and it must be regarded, not in isolation, but as part 
of and having the purpose of supporting an over-all agreement to maintain 
prices, and as a measure taken to ensure that the principal agreement would 
not be weakened by subsidiary action taken independently. 


(a) Loyalty Discount 


The loyalty discount arrangement, which was operative when this 
investigation commenced, had been in effect for many years and its essen- 
tial conditions were known to the merchants and the mills. The written 
record nowhere contains a modern and comprehensive exposition of the arrange~ 
ment. In some part this was because of its basic simplicity and in other 
part because the arrangement had, over the years, been woven into the trade 
in fine papers. The arrangement meant, generally speaking, that on sales 
of the papers embraced thereby, the mills gave their merchant customers a 
discount of 5 per cent, provided that the merchant in the relevant period, 
had made no importations of the grades of fine papers which the mills 
ordinarily manufactured. An additional reason, perhaps, why the arrange- 
ment was not reduced formally to writing, was that the mills were not 
entirely sure of its legality. 


Before describing the historical development of the loyalty discount 
the more general conditions under which the discount was being ellowed in 
1948 may be mentioned. 


In 1948 the fine paper mills allowed the 5 per cent loyalty dis- 
count to a recognized fine paper merchant, if the merchant qualified, on 
almost all the fine paper grades that he sold with the only major exception 
being litho papers. The discount was allowed after several procedural steps 
and requirements had been taken and met. 


The procedural steps were as follows: (nce every two months W.J.T. 
Adamson & Co., a firm of chartered accountants in the city of Montreal, sent 
each qualified merchant two printed forms. One of these forms was headed 
"Coated Papers" and the other was headed "Book and Writing Papers". Both of 
these forms bore the following statement to be completed by the merchant: 


“Application for Loyalty Discount 


To We J. T. Adamson & Co., 
620 Cathcart Street, 
Montreal, P. Q. 


The undersigned hereby request you to transmit to the various 
milis from which we have made purchases during the months of ....c0ee 
ON ceoeseseeece Our application for loyalty discount for these months. 


_ We certify that during the period above referred to we have not 
imported paper from abroad which we could have obtained in Canada, and 
that we have conformed to all the requirements of the Loyalty Discount 
Agreement. 


We attach hereto list of our importations for the two months, 
together with the particulers required. 


Signed Seeseeeveeeeoeceseeeeseevecevesce 
Fer eeeeeeeeeoeeosevnseeseeeoeeoened 


Address eeoeoeveeeoeoeeeeoreonee ee eset 
Date Dig bates 9.4 cia eke 
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The reverse side of these forms was prepared for the listing of importations 
with columns headed = item, description, quantity (1bs.), value and country 
of origin. At the top of this side of each of the forms there was the 
following inscription: 


"DETAILS OF IMPORTaT IONS 


(loyalty Discount Regulations require full information as to 
importations, regardless of whether they come within the 
category of papers produced in Canada or not)." 


(AD 200-1) 


When the merchant completed the application form it was returned 
to W. J. T. Adamson & Co. Summaries of the applications were then prepared 
for both the coated paper and the book and writing paper. These summaries 
set out the names of the merchants making application for the discount along 
with particulars of any importations reported by these merchants. A copy of 
each of these summaries was then sent to each of the mills. The summaries 
were then examined by officers of each of the mills and Mr. Adamson was 
informed as to the attitude of each mill concerning the merchants! appli- 
cations for loyalty discount. When all the mills had notified Mr. Adamson 
in writing, of their opinions on the various applications, he would, if such 
opinions were favourable, send each of them a notification along the following 
lines: 


"The applications for Loyalty Discount for the months of July 
and 4ugust 1947, as per the attached list have now been approved 
by the Mills concerned. 


It is, therefore, in order to issue the usual credit notes." 
(AD 1-62) 


The attached list would have the nane of every merchant. qualified to receive 
the loyalty discount at this time. If one of the mills objected to importa=- 
tions that had been made by one of the merchants and advised lir. Adamson 
that in its opinion the loyalty discount should be withheld, the name of 
that merchant would not appear on the list sent out by Mr. Adamson at this 
stage. If a merchant's name was not on the list - and it could be kept off 
through objection by any mill whether or not it sold that merchant - none 

of the mills would allow the loyalty discount until the objection had been 
removede After their applications had been approved by all the mills the 
merchants received credit notes from each mill for the amount of the loyalty 
discount payable by the particular mill to the particular merchant. 


It might be added here that certain envelope manufacturers and 
converters also applied for and received the loyalty discount although they 
did not get it on such a broad range of papers as did the merchants, 


After being instructed to do so at a Book and Writing Section meeting 
on June 17, 1937 4. E, Cadman, then the secretary of the section, prepared 
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a report on the loyalty discount “showing the original arrangements and the 
bi aie regulations that have been made from time to time over the past few 
years e . 


Qa July 8, 1937 If. Cadman sent a copy of his report to E, H. 
Smith. IMr. Cadman described the original arrangements as follows: 


"Febe 23, 1921: 


'It is hereby agreed by the members of the Book and 
Writing Section, as a whole, that a loyalty discount amounting 
to 25 per cent shall be allowed on all purchases of paper, for 
resale and not for conversion to jobbers who conform to the 
terms of this agreement:=- 


'The jobbers, upon their part, agree that in order to be 
entitled to this discount, they will import no paper except 
such as may be unobtainable from the mills comprising the Book 
and Writing Section and that each jobber shall file with the _ 
office of the Section samples and details of such papers as can 
be said to come under the category above mentioned. 


'The jobbers further agree that in order to be entitled 
to this discount they shall submit individual applications 
therefore to the mills on the first day of April, July, 
October and January accompanied in each case by a declaration 
that the applicant has conformed to the above requirements 
which declaration must be acceptable to the Book and Writing 
Section as a whole, upon which acceptance the Section shall 
direct payment to be made by the individual mills. 


'This agreement to be effective as and from lst January, 
1920, subject to cancellation by either party thereto upon 
ninety days notice being given.' " 


(HS 25=9) 


It seems possible that the date in the last paragraph quoted should have 
been January 1, 1921, if the date of February 23, 1921 at the head of the 
quotation is correct. Whichever date is correct the situation was that 
by February 1921 the loyalty discount agreement was in effect and the 
various parties to the agreement included the members of the Book and 
Writing Section and the C.P.eT Ae 


In 1922 the loyalty discount agreement was extended to cover 
converters and envelope manufacturers. 


The rate of the loyalty discount was increased to 3} per cent 
in 1922. The following quotation appears in Mr. Cadman's report, under 
the date of January 10, 1924: 
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"Jane 10. 1924 


'The Committee appointed to revise the Loyalty Discount 
agreement submitted a report, which, after discussion was 
amended to read as follows: 


'It is hereby agreed by the members of the Book and 
Writing Section, that a loyalty Discount, amounting to 5 per 
cent shall be allowed on all purchases of paper for resale 
to jobbers who conform to the terms of this agreement. 


‘The Jobbers, upon their part, agree that, in considera- 
tion of the allowance of this discount, they will not import 
any paper (including esparto papers) except such specialties 
as the Canadian mills may be unable or unwilling to supply, 
and not then until the Canadian mills have been given due 
opportunity to compete in quality and price with the foreign 
offering by the filing with the office of the Section of 
samples and details of such papers as can be said to come 
under the above mentioned exception. The Book and Writing 
Section and the Jobbers' Association shall each appoint one 
member, these two to form a committee to pass upon all 
requests for exceptions and departures from the foregoing 
regulation, their decision to be final. In case of a dis- 
agreement the two representatives shall call in a third 
party as arbitrator. 


'The jobbers ‘shall submit individual applications for the 
discounts to the mills, through the Association office on the 
first day of January, March, iy, July, September and November 
of each year, accompanied in each case by a declaration that 
the applicant has duly conformed to all the requirements set 
forth in this agreement, which declaration must be acceptable 
to the Book and Writing Section as a whole, and upon which 
acceptance the Section shall direct payment to be made by 
the individual mills. 


'This agreement to be effective as and from January 1, 
1924,and be subject to cancellation by any member upon ninety 
days notice being given in writing to the Secretary of the 
Canadian Pulp and Paper Association, ! 


Upon motion, the report, as amended, was adopted and the 
secretary was instructed so to advise the Canadian Paper Trade 
Association. Upon motion, the agreement, as amended, was made 
to apply to Converters," 

(HS 25-9) 


An entry in lr. Cadman's report illustrates that the merchants, having entered 
into the loyalty discount agreement, had an interest in its uniform enforcement: 


Merchants committee pointed out their desire to live up 
to the spirit of loyalty discount arrangement and request that 


a 


there should be uniform application of returns and con- 
ditions in the granting of the discount. Otherwise those 
merchants who endeavour to comply with the spirit of it, 
are penalised." 


(HS 25-9) 


Mr. Cadman's statement on the loyalty discount agreement also 
included a good deal of information concerning matters of detail that arose 
in the administration of the agreement such as the classes of persons who 
should be eligible for the discount and the papers on which it should apply. 


Copies of minutes which were available from January 1935 to the time 
of the start of the investigation show that in the years 1935 to 1940 inclusive 
the administrative decisions concerning the loyalty discount were often made at 
Book and Writing Section meetings. For example, the following appeared in the 
minutes of the meeting of January 22, 1935: 

ii 


Applications for Loyalty Discount for the months of November 


and December were considered and with the exception of the British 
Columbia applications, approved. 


The secretary reported having received no answer from the British 
Columbia merchants to the letter of December 17th asking for full 
information on imports. Columbia Paper Co. was the only one listing 
inportations. 


The secretary was instructed to write the other B.C. merchants 
that a reply to the previous letter was expected ~ in the meantine 
the loyalty Discount would be withheld. 


The secretary was also instructed to obtain a sample of the 
white wove paper imported by ifidWest Sales Co. 


Further reference to certain matters raised at the meeting of January 22 is 
found in the minutes of the next meeting, which was held on March 27, 1935: 


MID-WEST TMPORT«T ION: 

_ & sample of imported paper was submitted from iid West Paper 
Sales Co. and the secretary was instructed to advise them that such 
paper cannot be imported without jeopardising the Iocyalty Discount. 


2G. A A 1TY D 3 


It was agreed that the loyalty Discount for Novenber and 
December should be granted to those merchants in British Columbia 
from whom it had been withheld. 
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At the Book and Writing Section meeting of Novenber 12, 1940, 
the "secretary reported that arrangements had been made with W. J. T. 
adamson & Co, to take charge of loyalty Discount applications .. ." 
The reason, as previously stated, was that the executive committee of 
the C.P,P.A. had ruled that the handling of discounts and sinilar 
matters should not form part of the functions of the association. From 
then on the routine administration of the loyalty discount agreement was 
handled by Mr, Adamson. 


When giving oral evidence concerning the loyalty discount the 
witnesses usually expressed the view that the loyalty discount had long 
since become a trade discount and had no other meaning. This is illus- 
trated by evidence given by 4. P. Jewett of Provincial: 


"A, When I became active in the industry, the loyalty discount, 
whatever its original purpose may have been, had passed 
into usage as a trade discount, and nothing else. 

Q. Absolutely nothing else? 


A. No, absolutely nothing else. Furthermore, I do not think 
it even acted as a deterrent, 


Q. Did you ever attempt to use it as a deterrent? 


A. Noe 
Q. Never? 
A. No. 


Q. Did you ever hold up payment of a loyalty discount to 
anyone? 


4. No, not that I can recall. 


Q. You say it was never anything but a trade discount; why 
do you say that? 


A. Idon't know how far back you are going. let me revise 
my answer by saying this, that in my experience I never 
recall any attempt made to enforce a loyalty discount." 


(Evidence, p. 661) 


Such evidence must have rested in part on the fact that although on various 
occasions the loyalty discount was withheld fron @ particular merchant it 
Was eventually given to hin, 


There is a very considerable body of evidence that in the years 
from 1935 the loyalty discount agreement, insofar as it concerned importa- 
tions, was asserted and some of the nore recent examples of the type of 
action taken will be mentioned. 
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During the latter part of the period of wartime controls there 
was a ready market in Canada for fine papers of specifications which the 
Canadian mills could not make because of certain wartine restrictions. 

In addition, during at least part of this period, the demand for fine 
papers was greater than the mills could meet. Out of these conditions 

it developed that when outside sources offered paper for which there was 

@ demand in Canada some of the merchants bought it. It was this situation 
ak aap Jewett of Provincial referred to when on August 14, 1944 he wrote 
o Mr. Cadman: 


"I think it would be appropriate to have a discussion with 
regard to the terms of the Loyalty Discount at the present time 
because we have seen some evidence of an increasing trend to 
import paper whenever they are obtainable." 


(PIT 24-14) 


limutes of a Book and Writing Section meeting held on September 
26, 1944 show that "discussion took place on imports of paper, particulerly 
in British Columbia" and that a four-man committee, with ir. Jewett as 
chairman “was appointed to discuss this matter with the Western distributors 
when they came East as they are expected to do shortly." 


Correspondence passing between G. 4. Davidson, sales manager of 
Howard Smith and J. R. Nixon, then the company's western representative, in 
Qctober and November 1944 shows that in making a trip through western Canada 
Mr. Nixon “was on the lookout and made inquiries about importations". In 
Mr. Nixon's report of November 10, 1944 to if. Davidson he referred to some 
conversations that he had had concerning the importation of sulphite bond 
papers by Coast Paper of Vancouver. In this context lr. Nixon said: 


Just how much was involved I do not know as if. Davey was 
not prepared to give me this full information. He did say, 
however, it was not their intention to bring in any more 
Sulphite Bond as the cost was too high, (in addition to this 
the other Merchants took it up with Coast Paper very strenuously). 
As far as I could determine by conversations with the people 
contacting the trade, Barber Ellis, Columbia Paper, Smith, 
Davidson & Wright, Coast Paper are not now offering imported 
sulphite bond. 


(HSW 151s) 
Mr. Davidson acknowledged this report on November 14, 1944 and said: 


Regarding importations by the Coast Paper limited, we had some 
discussion with ifr. Garnett last week when he was here in regard to 
the importations and he assured me that they had no intention of 


- 358 - 


repeating or bringing in any more Sulphite Bond for the reasons 
which you have stated. 


In regard to the present importations of Rag Content Bond, 
which they have been bringing in from the U.S. from the Gilbert 
Paper Company for several years, they have not been disqualified 
in relation to the loyalty discount because at this time neither 
Rolland Faper Company or ourselves are in a position to supply. 

% 


ee @ (HSW 15-1) 


It would seem from the foregoing that at this time some pressure was being 
brought on Coast Paper to stop importing sulphite bond papers. 


In Warch 1946 W. H. Aird of Howard Smith had several conversations 
concerning importations. The "Lozier" to whom reference is several times 
made in Mr. Aird's memoranda on these conversations is apparently the prine= 
cipal of lauzier Paper Limited which started in business in 1945 in Montreal, 
In a memorandum Mr. aird set out the details of a talk that he had on March 5 
with Ivan Moffitt on the "Question of the Iferchants importing american lines" 
The following quotations are from Mr. aird!'s memorandun: 


iT 
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ir, Moffit states that in any discussion he has had with The 
Merchants, the general agreement is that the Ifills have done an 
excellent job during the War years, are still doing it, and as 
long as the Mills keep up their present volume on tonnage to the 
Merchants it would be unfair to make american connections or 
bring in American Brands. They all would like to have more 
paper, but nevertheless feel that they have received and are 
receiving a fair deal from the Canadian Mills. 


In Quebec, ifr. Moffitt felt that the situation was a little 
different in that Lozier, as a French Canadian has a better entry 
and a better connection with both French and English printers than 
Blake has in Toronto, Old Houses are being asked why they can't 
Supply American Brands and Logier can, which they feel is embarrass- 
ing. Of course, this has been going on for some time now. 


4s a result of my conversation with if. Moffitt, my opinion was 
not changed. OQut of a total of 12 or 13 Merchants in Ontario and 
Quebec, apparently only two, iFarlane and Kruger, and especially 
Kruger, are the only ones who have raised the question at this time. 


If the majority of the Merchants, in the best interest of 
themselves and the Mills were requesting permission to bring in 
4merican Brands, the situation might be different. At the moment, 
however, there is really only one, and I don't feel that at the 
Present time conditions are such that we are called on to create a 
precedent of this kind. If we give permission to one Ilerchant it 
means giving permission to all iferchants right across Canada, and 
they have not asked for it. That there should be more control through 
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the Merchants, rather than have Printers and Lithographers buy 
direct, in my opinion does not hold water. The printers and 
lithographers will have no compunction about stopping buying 
from the States as and when Canadian Lines are available. For 
a reputable iferchant to tie up with a reputable Mill in the 
States is a different proposition, and two or three years from 
now, to break such a connection would be more difficult. 


Should the ifills at any time decide to permit the merchants 
to bring in American ifills, then control should be exercised 
through the present channels in operation or Loyalty Discount." 


(HS 76=4E) 


Mr. sird also prepared a memorandum which showed that on Warch 5, 
1946 he had had a conversation with Gene Kruger of Kruger Paper, Montreal. 
This memorandum said: 


"At first talked in generalities, but finally admitted 
main issue was to freeze out Lozier. 


Qnce established would stay - yet Kruger felt if frozen 
out now Lozier would be saved a lot of loss later on. 


Whereas Iferchants in Toronto accepted Blake's position 
pre-war and now, Iiontreal had no Blake or Lozier in last 
twenty-five years and didn't want him now. 


Stated had no intention of making long American comnit- 
ments, American machine dried (not loft dried) paper was 
offered as temporary measure - night stop any time. 


Kruger wanted our answer at once - had been offered so 
much tonnage - 6 weeks from now it might be gone -- doesn't 
want lozier to buy it. 


Said it was purely a local problem, but finally agreed 
that it could not be confined to Montreal. 


Montreal direct sales to Printers and Lithographers had 
taken twenty-five years to drive out American Private Marks -- 
didn't want them established again. 


My answer is that conditions 25 years ago and prior to were 
entirely different from now -- then american Brands had been : 
established for years, or English ones, now Canadian Brands had 
consumer demand. 


My reaction to conversation is that whilst Kruger would 
be delighted to receive permission to buy 10 or 20 tons of a 
non-standard watermarked paper, primarily to block lozier - 
he will make no issue of situation if we refuse. 
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Kruger is not a fool and knows that his livelihood 


depends on Canadian Paper, especially Howard Smith -= 
realizes that we have done a damn good job, appreciates it, 
and isn't going to jeopardize his position with us == of 
course if he could also buy American Papers, so much the 
better." 


(HS 76=4D) 


Mr. Aird gave evidence on the subject of this meeting with Ir. Kruger: 


uQ ma 


A 


1 take it that you would not have to explain to ifr. Kruger 
what might be the consequences of his importations? 


Well, no, because at that time paper was in very --- 

it was hard to get. We certainly had ways and means 

and conditions at that time of making ifr. Kruger feel --= 
if he wanted to bring in 10 or 20 tons from the United 
States we could have very easily just held up shipnent 
to him of 50 or 150 or 200 tons. I did not tell him 
that, but if we had been faced with making a decision 
and he had gone ahead, then it would have been up to 
him, subject to my president's approval, that two could 
play at that game. If he preferred to have 20 tons of 
American paper, then he could do without a lot of 
Canadian paper that we could sell to other distributors. 


Would you do that in 1946 -= Ifarch of 1946? 


He was under a quota. But our production was going up 
all the time, and we had extra. 


Over and above the quota? 


Yes, over and above fixed quotas controlled by the 
Wartime Prices and Trade Board. 


Which you did not -=- 

We could play with that at our discretion. 

So that whether or not the loyalty discount as such had 
any effect upon restricting inportations, you had other 
methods up your sleeve which would be equally effective, 
if not more so? 

That was the only method that I thought of using, and 
did use. The loyalty discount meant nothing to me in 
that connection," 


(Evidence, pp. 1198,9) 
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Me, Aird also prepared a “ifemorandum of conversation with Mr, 
Bruce Brown (7. B. Little) in Montreal, 6th Mch 1946 in connection with 
Imports of American Papers" which is quoted: 


"Mr. Brown first of all referred to Heron Index. He was 
not a distributor, therefore could not buy it, yet was pre- 
cluded from importing equivalent grade from the States, to 
service his customers. 


The question of Mr. Lozier, of the Lozier Paper Co. in 
Montreal was not a factor, and ir. Brown would not be party 
to any action that might prevent a man starting up in business 
- the way that lozier has done by the importation of American 

PSPS o 


What he had in mind was authorization to import some 
tonnage at the present time in order to service his customers 
under present day conditions. 


He stated that Provincial Paper ifills permitted T. B. little 
& Company to import American Coated Blotting, Champion Coated 
Blanks and Translucent Bristol, The manufacture of Coated 
Blotting was stopped in Canada back in 1943, and therefore, ir. 
Brown imported certain lines to look after certain customers. 
He intends to return to Provincial when conditions change. He 
feels that by holding his present connections with his trade, 
he is strengthening his own and Provincial's position. 


I pointed out the embarrassment in which Merchants would 
be placed, in having formed American connections, perhaps in 
two or three years they would try to cut them off. And, of 
course, if we authorized one Merchant to import papers, it 
would have to apply to all Merchants across Canada. I further 
pointed out that the next step would probably be the importation 
of 20# Sulphite Bonds, which would spread to Bristols, Cover etc. 
in a wider range of weights and colours and finishes than we were 
able to manufacture under present government restrictions. 


After two hours of conversation, ifr. Brown agreed that the 
importation of paper at the present time was not necessary, other- 
wise, he would already have imported certain grades and advised us 
what he had donee He did, however, feel that we should study our 
position to determine what relief can be given to Rag content 
papers during the next two or three years, and the Merchants in 
Montreal would also watch the import situation there." 


(HS 76=4C) 
Mr. Aird's evidence with respect to this memorandum was as follows: 


"Q. You say in the third paragraph -- 
What he had in mind was authorization to import some 
tonnage at the present time in order to service his 
customers under present day conditions. ! 
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What do you mean by saying that li. Brown wanted an 
authorization to import? 


A, Simply that if a merchant imports a line that is con= 
petitive with ours, we have the privilege of withdrawing 
the sale of our line. In other words, if you have the 
benefit of being one of the distributors of one of the 
Howard Smith advertised brands you have the moral 
responsibility (1) to the people you serve and (2) to 
the mill you represent and whose products you have been 
given the privilege cf selling. Now, if you bring in 
one of the particular grades that are competitive with 
the grades I have given to you, you are obviously not 
doing the job for me. I could withdraw the sale of my 
line to you, because you are not doing a good job for me. 
That is the authorization; that was the implication of it." 


(Evidence, pp. 1190,91) 


Also on March 6, 1946 Mr. Aird along with ifr. Ecclestone of Rolland 
had a conversation on the subject of importations of American papers, with 
Messrs, W. D. Nelson and Edgar Reynolds of McFarlane Son & Hodgson, Mr, Aird’g 
memorandum on this discussion said: 


"ie discussed the situation very thoroughly from every angle 
for two hours. IMcFarlane's were most insistent that they be per= 
mitted to import certain American Lines. There was a shortage of 
Paper in Canada, McFarlane had access to paper in the States, and, 
therefore, they felt that in the interests of the Printers and 
Lithographers in Montreal they should be free to give them this 
extra paper which was available. 


Mr. Ecclestone and I took exactly the same line as I had in 
my conversation with Mr. Kruger and If. Bruce Brown. The main 
point at issue was that we were creating a precedent and breaking 
down a structure that had existed for the benefit of all for 
twenty-five years, and that we did not think that conditions at 
the present time warranted us taking such drastic action. 


We further pointed out that this was a matter that concerned 
all Mills, and that the only fair way to consider the question 
would be for the Merchants as a group, if they were agreed, to 
make a recommendation to the Ifills as a group for their considerae 
tion. It was further pointed out that we should be careful in 
making any move that was in the best interests of all concerned, 
the Merchants as a group and the Mills as a groupe We had worked 
together on a very friendly and mutually advantagecus basis for a 
number of years and any question should be decided on the same 
basis of friendship and common understanding. 


Finally it was agreed that no action would be taken at the present 
time, but that McFarlane's would watch the Situation closely in Montreal, 
and if it became worse, even though Mr. Ecclestone and myself thought 
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it would improve, then the matter could be reviewed again in three 
or six months' time." 


(HS 76-4B) 


The following quotation is from Mr. Aird's evidence concerning 
the call made by himself and Mr. Ecclestone on the McFarlane Son & Hodgson 
executives: 


"Q. Is it correct to say that if they did import, the threat 
was that you would stop selling to them; is that what you 
say? 


Ae There was actually no threat on our part in the dfeeuesion 
at all. But Mr. Nelson knew that if he did bring in 
American papers that he was doing something that one of us, 
one of his two main sources of supply, did not like, and 
that that might have some serious repercussions so far as 
he was concerned.* 


(Evidence, p,1193) 


Apparently Mr. Nelson was not satisfied with the situation follow- 
ing his talk with Messrs. Aird and Ecclestone as on March 14, 1946 E, H. 
Smith wrote a letter to Mr. Aird which indicates that Mr. Nelson had called 
on him: 


“Further to my letter of the 13th, one of the points raised 
in my conversation with bir. Nelson was whether or not they had a 
right to import paper under present conditions. I referred Mr, 
Nelson to his Loyalty Discount application but neither of us had 
@ copy available. 


I subsequently obtained copies from Adamson and I am enelosing 
one set herewith as I thought they might be of some use to you. 


You will note that this refers to the Loyalty Discount agreement 
but I do not believe that I have ever seen this agreement and I am 
inclined to think that it does not exist in any concrete form,” 


(HS 77-18) 


Mr. Smith, when he said "I am inclined to think that it does not exist in any 
concrete form" may have been referring to the fact thet in 1938 a new draft 

of the loyalty discount agreement had been drawn up. Under this draft, new 
‘procedures for the granting of permission by the mills for the importation 

of certain fine papers were to be adopted as were procedures under which a 
recipient of the loyalty discount could be penalizdd if unauthorized 
importations were made. The proposals called for a penalty equal to 25 per cent 
of the laid down cost of the imported paper to be assessed against the merchant, 
converter or envelope manufacturer making any importation or importations 
contrary to the regulations. There were discussions between the mills and 
representatives of the paper merchants concerning these new regulations and 
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apparently agreement was reached on their terms. However before the new 
loyalty discount agreement, which was really only new because of its 
various limiting conditions and provisions for the handling of exceptions 
and penalties, was put into effect, it was referred to outside counsel 
and apparently on the basis of advice received the new draft was not made 
effective. 


; On March 16, 1946 ir. Aird replied to if, Smith's letter of 
March 14 and said: 


I believe that a definite agreement does exist or that at 
least customers receiving loyalty Discount are familiar with 
the general regulations governing it. 


I am attaching a copy of my memorandum and from your letter 
of Feb. 9th 1938, you should have a similar copy on file. 


Will you please return this memorandum to me. 


Dutch Nelson stated that his interpretation of the regula- 
tions was that if he offered a grade of paper to us, or tonnage 
on certain grades and we were unwilling or unable to make or: 
supply it, then he was free to import. On this basis, therefore, 
offering us tonnage at the present time, which is beyond our 
capacity to supply, and which we therefore refused, he should be 
able to import. 


My answer was that the agreement had not been drawn up in 
that spirit or with that understanding. It was not drawn up at 
a time when paper was in short supply, or did it have any bearing 
on such conditions. It was drawn up at a time when certain 
sources were importing certain lines detrimental to the welfare 
of the Merchants or the Iiills as a group, and the idea of a Loyalty 
Discount, therefore, was to seek to stop or prevent such importa- 
tion. The intent of the agreement was that if there was any 
Specialty Line which, because of the limited market in Canada, 
Canadian Mills could not economically manufacture, then such a 
line could be imported. That is why certain Specialty cover lines, 
lightweight papers etc which had been imported pre-war were still 
being imported by certain ilerchants in agreement with the ilills, 
and under the Provisions of the Loyalty Discount Regulations. To 
bring in grades competitive with our standard bread and butter 
lines is an entirely different proposition, and would violate the 
above Regulations," 

(HS 77-1D) 


It is probable that the memorandum to which lr. Aird referred was one which 

Mr, Moffitt had discussed with Mr. Smith at a meeting in if. Smith's office 

on February 17, 1938 and concerning which ifr. Moffitt made several suggestions 

for amendments in a letter he wrote to ifr. Smith on February 18, 1938 (us 10-251). 
On March 19, 1946 Mr. Aird wrote to E. H. Smith and said: , 
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Apparently the statement in your letter of March 14th that 
no agreement exists in concrete form is correct, in the light 
of your remarks on the 18th. 


Nevertheless, I believe that the understanding of the Mills 
and Merchants is in accordance with the above memorandum. In a 
discussion with Mr. Ivan Moffitt some weeks ago, he referred to 
his copy of the memorandum, and from his conversation Clearly 
indicated that it was his guide." 


(HS 77~1A) 


The Hodder & Moffitt Schedule in use in the Central Section 
of the C. P. T. A. at the time of this inquiry included sheet No. 982 
which was headed "Loyalty Discount" and was dated May 1, 1937. Under 
the sub-heading "Conditions" the following appeared: 


Merchant not to import any papers that Canadian mills can 

and are willing to supply to compete in quality and price. Also, 
before making importation, merchant to submit samples and details 
of papers to the Canadian Pulp and Paper Association. 


E. H. Smith gave evidence on this: 


"2. In other words, you say that the conditions of the loyalty 
discount, as set out here, are a fair statement of your 
understending. It says -— 


"Merchant not to import any papers that Canadian 
mills can and are willing to supply to compete 
in quality and price. ! 


Ae All right; that is the gist of it.” 
(Evidence, p.1345} 


Mr. Smith in this context was speaking of the original arrangement and not 
its present effect. 


It was only on infrequent occasions that Mr. Adamson became ; 
involved in anything but the routine aspects of the administration of the 
loyalty discount agreement, and when he did so he ordinarily referred the 
problem to one of the mill executives or, until the time of his retirement 
in 1948, to a. E. Cadman. On April 2, 1946 E. Robitaille of Quebec City who 
had been handling Eddy's fine papers since 1940 wrote to Mr. Adamson: 
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‘When I was appointed distributor of fine papers for the 
E. B. Eddy Co., I understand it was forbidden to buy those 
qualities of papers outside the Canada. 


Meanwhile, at that time, I try to secure Nose 1 ~ 2 = 3 and 
4 grades for assortments from Howard Smith and Rolland paper, but ~ 
they answered that they were represented in Quebec City, Sinse 
that I have been handicapped by this situation. 


Today, I have had an importation offer from foreign country for 
grades # 1 = 2 and 3, also for coated paper which I did not have 
yet the opportunity to secure in Canada. What do you think about 
that? 


Your comments will be appreciated at your earliest convenienge,” 
(AD 2—32) 


Mr. Adamson referred the question raised to G. W. Earnshaw of Eddy 
who was at the time the chairman of the Book and Writing Section On april 
6, 1946 Mr. Earnshaw wrote to Mr. Adamson and said: 


"We thank you for forwarding a copy of a letter which you 
received from Mr. Emile Robitaille, in which he asks for an 
expression of opinion regarding an opportunity to import rag 
content bond and coated paper. He enquires what bearing such 
importations would have on Loyalty Discount. 


As the Book and Writing Section of the Canadian Pulp and 
Paper Association cannot deal with any matters referring to price 
discounts or allowances, and as the mills collectively are intereste 
ed in the problem raised by Mr. Robitaille, may we suggest that 
you acknowledge his letter informing him that the matter wil] be 
referred to the fine paper mills for consideration. 


This matter will likely be discussed on April 30, In the 
meantime, we do not consider it advisable that any mill should take 
individual action." 


(EBE 35D) 


There was a meeting of the Book and Writing Section on April 30 1946 but 
the minutes do not mention that this matter was discussed. 


Mr, Robitaille pressed for an answer to his request and finally 
on June 5, 1946 Mr. Earnshaw wrote to Mr. Adamson and said: 


"Re: Emile Robitaille - Loyalty Discount 


It is necessary that we give Mr. Emile Robitaille an answer 
to his question whether importing rag bond paper at the present 
time will have a bearing on Loyalty Discount he receives on his 
purcha ses. 
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We hold the view that the prevailing short supply situation 
in Canada does not alter the intended applivation of Loyalty 
Discount and for merchants to take advantage of the present short 
supply situation in Canada by importing paper is a violation of 
the Loyalty Discount Agreement. 


There has been no change in Mr. Robitaillets situation in 
that he has not purchased rag papers from Canadian mills and we 
are not in agreement with his importing paper at the present time, 


If you would like us to write to Mr. Robitaille direct, 
expressing our view in this matter, we shall be pleased to do so.” 


(EBE 7-5A) 


Eddy did not make rag content fine papers and Robitaille was not recognized 
by the other mills. The implication therefore was that Robitaille had 
never been able to buy the grades he mentioned; that the wartime situation 
had in no wise altered his position in this regard; and that his normal 
position was that despite the refwsal of the Canadian Mills to supply 

him with the grades mentioned, he could not seek foreign sources without 
jeopardising his loyalty discount on the grades he could buy in Canada. 


The annual meeting of the C.P.T.A. in 1946 was held in May. 
One of the sessions was attended by both merchant and mill representatives 
and the following is quoted from a report of the meeting: 


“Importations - Loyalty Discount: 


The mills were questioned as to the application of the loyalty 
discount agreement under present day conditions when it was possible 
to import some items that were in short supply in Canada. It was 
advised that the prevailing short supply situation did not alter 
the intended application of the loyalty discount. The merchants 
were not in any different position today than at any other time 
and importations by recognized Canadian merchants of items in 
short supply in Canada was a direct violation of the loyalty discount 
agreement. 


The mills were informed that there was no desire on the part 
of the merchants to request a change in the loyalty discount agree- 
ment. Clarification was sought mainly because of the importations 
of these items by non-recognized merchants with the very gtod 
possibility of the establishment of these merchants subsequently. 


Appreciation of the Merchants' viewpoint was expressed but ab- 
normal conditions prevailed today which precluded any action to 
cope with what could only be a temporary situation. It was agreed- 
that the mills and the merchants should condition (616) to operate 
fully as has been done in the past." 


(APS 7-1) 
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The formal record of the proceedings at the annual meeting as circulated to 
the members of the C.P.T.A. by Ivan Moffitt had a section on the "Joint 
Mill-Merchant Session", which included, under the sub-heading "Loyalty 
Discount - Importations", the following: 


"While Merchants in general have refrained from handling imports 

of standard items, as for example, rag content Bond Papers, some 
lines are being imported through other sources and meet with ready 
acceptance under conditions now existing of demand running ahead 

of domestic supply. Suggestion was made that application of the 
arrangement should be clarified in the light of present changed 
conditions which may not have been anticipated not (Bic) considered 
as a possibility when the arrangement was originally developed. 


The view was expressed that conditions as now prevailing must be 
considered as a temporary situation and therefore should not be 
taken as cause to alter the intended application of the arrange- 
ment under which Merchants receiving a discount would confine 
their efforts to distribution of domestic products in the standard 
lines of papers. The continuing mutual support of a common policy 
was solicited." 


(HOE 28-1) 


Under one of the wartime controls affecting the fine paper industry 
the mills could not manufacture sulphite bond papers weighing more than 16 
pounds for 500 sheets measuring 17" by 22", Barkwell Paper of Winnipeg, 
which could get No. 7 sulphite bond paper direct from Howard Smith, imported 
Some Sulphite bond papers weighing 20 lbs. per 500 sheets measuring 17" x 22! 
in 1946 and both the other merchants in Winnipeg and the mills were disturbed. 
Jt was in connection with these importations by Barkwell that Mr. Aird wrote 
on September 11, 1946 to E. H. Smith: 


ui 
® © @ 


Naturally I will visit this customer as soon as possible 
after I arrive in Winnipeg, with a view to stopping any further 
importations of this 20# Sulphite Bond. 


I have quite a bit to work on, based on the Rag Bond situa= 
tion that we faced a few months ago and where the Merchants in 
the East up to date have agreed not to inport. 


If, however, they will not listen to reason, then it seems 
to me that we mst take a stand on the loyalty Discount, and 
fortunately it is not one of our large Distributors that is 
involved. Qf course, I will get the feeling of the other Merchants 
in Winnipeg about Barkwell's importations before talking to them. 


But if we do not take a stand, then we haven't a leg to stand 
on if other Merchants in the West or East start importing 20# 
Sulphite Bond or Rag Papers. 


it 


eo e@ @ 


(HS 91-3F) 
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Mr. Smith replied to Mr, Aird's letter on September 12, 1946: 


"Thank you for yours of the llth and for the other letters 
attached thereto, I have’ carefully gone over the file and of 
course, I fully approve of your proposal to discuss this matter 
in detail with Barkwell when you get to Winnipeg, I doubt very 
much however whether you will get any co-operation from them. 


If your discussions do not turn out satisfactorily, it will 
be quite all right for you to advise Barkwell that if they persist 
upon the importation of American paper they are endangering their 
Loyalty Discount, but do not go any further than that, 


I have discussed this situation with Mr. Gillean but without 
a thorough study, which he has not had the time to make, he cannot 
give a definite opinion as to what action we might legally take, 
However, he and I believe that we can discontinue the granting 
of Loyalty Discount to any customer, if that customer does not 
conform to the conditions governing Loyalty Discount which were 
in force during the base period, We all know that imports were 
not permitted during the base period, but as there is little if 
anything, in writing about the Loyalty Discount, it might be a 
very difficult point to prove, particularly when we know that 
some merchants feel that the regulations always have permitted 
the import of paper which can not be obtained in Canada, 


As I think you know, there is some doubt as to whether the 
Loyalty Discount might not run foul to the Combines Act, but in 
this particular case we arethe only mill involved and it seems 
obvious that one mill cannot constitute a Combine, Of course, 
if we cut Barkwell off he can apply to other mills and if those 
mills decline to give him Loyalty Discount, it might tend to 
indicate that a Combine existed, I imagine however, that if 
Barkwell asked another mill to supply him, that their answer 
would be that they had no tonnage available for new customers, 
because they were obliged under W.P.T.B. regulations to distribute 
their tonnage on the basis of their shipments during the year 1943, 
Of course, the Administrator can instruct a mill to supply Barkwell, 
but I doubt if he would be obliged to do so, In any case, quite a 
few of the grades that we sell Barkwell are not made by other mills, 


(HS 91-36) 


Barkwell was not able to buy a full line of fine papers direct 
from Canadian manufacturers and this fact undoubtedly had a bearing on 
the stand it took. 


Apparently Mr, Aird had a talk, on October 28, 1946, with George 
Barkwell, son of the proprietor of Barkwell Paper, Mr. Aird's memorandum 
covering this conversation included the following: 
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Mr. Barkwell felt that as they were not given the privilege 
of stocking Canadian Rag Content Papers that they were perfectly 
justified in bringing in grades No. 1 to No. 4 inclusive from the 
States and that in this instance Atlantic and Manifest had been 
imported to sell on a No. 4 grade basis and not on the No. 5 or 
No. 7 price setup. 


¢ 8 @ 


There appears to be little we can do as long as we withheld 
the sale of our No. 4 Bond to them. If on the other hand the prices 
board state that these grades are actually Sulphite Bonds and must 
be sold at the Sulphite Bond selling prices or below then the 
situation may correct itself from a profit angle. 


Apparently also if Barkwell are satisfied to import Atlantic 
Bond and selj at the No. 5 Bond selling prices again they are not 
violating the loyalty discount setup in that the Canadian Mills 
will not sell No. 5 grade to Barkwell. ‘The only grade made 
available to them in the Bond Paper field is No. 7, Victory Bond, 


(HS 91-3A) 


On November 26, 1946 A, P. Jewett of Provincial wrote to W.J.T. 
Adamson & Company and said: 


"We acknowledge your letter of the 25th with copy of appli- 
cations for Loyalty Discount. 


We approve of all of these with the exception of the Barkwell 
Paper Company who report no imports. Our information is that 
they have made substantial imports and this one case should be 
further investigated before it is passed." 


(AD 2-2) 
Mr. Jewett's evidence on this incident was as follows: 

"Q- ‘Tell us why would you, in your company, for example, 
write in and hold up the loyalty discount payment in 
connection with Mr. Barkwell in 1946? 

Ae We do not sell Barkwell. 


2- I know you do not; that is why I am asking. You were 
not selling him in 1946, either? 


Ae I don't think we ever did, 
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Q- Why would you hold up the payment of loyalty discount to Mr. 
Barkwell? 

Ae We did? 

MR. J. W. PICKUP: Do you say he d1a? 
MR. GODFREY: Yes. 

THE WITNESS: There is some mistake. 
BY MR. GODFREY: 

Q. Well, I show you a letter. 

Ae I don’t know about it. 

Qe That is your signature? 

A. Yes. 

Q- This is code AD 2-2, a letter dated November 26, 1946, serial 
#4154 addressed to Mr. Adamson and signed by you; you can 
identify it? 

A. Yes, I do. 

EXHIBIT No, 56 = Letter, November 
26, 1946, code AD 
2-2; serial #4154. 
BY MR. GODFREY: 


Q» Were not the mills having a lot of trouble with Mr. Barkwell 
importing in 1946? 


A. 19467 
Qe Yes; this letter is 1946, 


A. I don't remember the circumstances of the letter, and whether 
the mills were having a lot of trouble or not, I cannot say, 


Q- Then, why would you withhold the approval of the payment of 
the —— 


A. You tell me; I don't remember the letter. 
de I am asking you why? 


Ae I don't know why." 
(Evidence pp.662~664) 
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On November 30, 1946 Mr. Adamson wrote to each of the mills 
and said: 


"Enclosed herein you will find list of applications of 
Loyalty Discount for the months of September and October 1946 
that have been approved by the Mills concerned, 


You will note the special reference on these lists to the 
application of the Barkwell Paper Company, Winnipeg." 


(AD 1-11) 
Each of the enclosed lists bore a note, which said: 


"The above applisations have been approved with exception of 
Barkwell Paper Company, Winnipeg who report no importations.- 
One member has advised they are not satisfied with this applic- 
ation." 


On January 50, 1947 J. R. Nixon, Howard Smith's Winnipeg 
representative wrote to W. H. Aird as follows: 


"I had a call this morning from Stuart Clark telling me 
they had an opportunity of importing two cars of Everett's 
Litho for shipment to Edmonton. This is to help out Elmer 
Roper whom we are unable to supply at this time. 


Before doing it, however, he wants to be absolutely sure 
they are not putting themselves in any position that would effect 
their loyalty discount. He knows, however, that loyalty does not 
apply on Litho and he knows also that Smith, Davidson & Wright 
bring it in and they had some of it shipped to Calgary. His 
feeling being that if they can do it, without effecting their 
loyalty discount on other grades that Clark Bros. should be in 
a similar position. 


(HSW 2-2 AB) 


Apparently Mr. Nixon got instructions from Mr. Aird by telephone as on 
February 5, 1947 he wrote to him and said: 


“After our ‘phone conversation this morning I contacted ir. — 
Jewett in Edmonton, told him the story and asked for his reaction. 
His request was that I endeavour to get Clark Bros. to withhold 
taking action at this time as they would only aggravate the 
situation if they were to bring in some paper from Everett. 


I told Mr. Jewett the stock was to be shipped to Edmonton and 
also told him Clark Bros. knew Smith, Davidsoh & Wright brought 
in a couple of cars to Calgary and he plans to take up very strovugly 
this importation as far as Smith, Davidson & Wright are concerned. 


In a 


- 373 = 


He will be in Vancouver about Monday of next week and will 
immediately contact Mr. Fred Smith and tell him he would take a 
very strong position in relation to any further importations. 
While the mills had overlooked the imports to Vancouver when he 
extended them to other territories then he was stepping out of 
bounds. So I took from the conversation that Mr. Jewett would 
endeavour to have Smith, Davidson & Wright stop importing both 
for B. C. and Alberta. He promised he would write me air mail - 
telling me just exactly what had transpired in his interview with 
aig Smith. As soon as this is received I shall naturally pass it 

Ne 


I am off now to see Mr. D. A. Clark and Stuart Clark and will 
likely add a postscript to this on my return." 


postscript Mr. Nixon added: 


"I have seen both Stuart and Mr. D. A. Clark. Mr. D. A. Clark 
as expected insists they are going to go ahead but I feel quite 
confident that it is not the case, Speaking to Stuart afterwards 
he said it was most unlikely that they would bring in any of this 
Litho Paper so for the time being I Gv not think that we need to 
be too concerned about it, I told Stuart I would talk to him 
again when I received the letter from Arthur Jewett after his 
conversation with Smith, Davidson & Wright. I expressed the opinion 
that Smith, Davidson & Wright would not bring in any more of this 
Everett Litho, certainly not into the territory which Clark Bros. 
are interested.” 


(HSW 2-22; 


Mr. Aird, in a letter dated January 7, explained to Mr. Nixon the point of 
view involved in the mills' refusal to sanction imports at a time in which 
they couldn't supply the demand: 


re eis 

Canadian Mills hac made available to the Canadian market very 
substantial increase in tonnage and sheetage since 1939, were 
straining to produce more and more, and on the whole had done a 
splendid job. Just because there was still an abnormal demand 
and Merchants could not get all the paper they could sell, 
nevertheless they had been looked after splendidly by the Canadian 
Mills over the past seven years, were still getting more paper 
than they had ever received before in their lives, and we did not 
think that it was fair to establish American connection that 
would be very difficult to break in the future. 


Obviously any American Mill supplying tonnage to Canada would 
do so in the expectation of receiving business in the future when 


they needed it. 


The Merchants in the East Lave accepted this point of view on 
the part of the Mill. There is not a Merchant across Canada that 


= Fie 


could not have brought in Rag Papers, Sulphite Bonds, Text 
Papers Bristols, ‘etc to look after the requirements of their 
customers, in exactly the same way as Clark Bros. want to look 
after the requirements of Elmer Roper. But they have not done 
it, and if we were to acquiesce to two cars of litho with our 
Loyalty Discount arrangement to look after a special customer 
for special reasons, then having created a precedent, how could 
we not grant the same privilege to other iferchants that might 
want to import other grades. .« » e 


(HSW 2=2V) 


Mr. Jewett wrote to Mr. Nixon on February 10 concerning his 
interview with Fred Smith of Smith, Davidson & Wright: 


"I saw Fred Smith this morning about the matter we dis- 
cussed on the telephone while I was at Edmonton and, to make 
a long story short, made a deal with him whereby he will not 
again ship any Everett paper east of the mountains. He 
promised to write Thompson to this effect to-day. This should 
make it possible for you to deal with Clark Bros. 


In my discussion with Mr. Smith I made no reference to 
yourself or to the immediate problem which brought the matter 
up.e But I did stress the fact that he had been lucky so far 
to retain his loyalty discount and still sell imported paper 
in B. C. and that it was too mich to expect that he could 
extend such a deal into Alberta." 

(HSW 2-20) 
In giving evidence on this matter, Mr. Smith said: 
"Q. « © « Do you recall that incident? 
4. Ido not recall that letter. He did not write it to me. 
Q. I understand that. 
A. But I remember; he had a conversation about the paper there. 


Q. Do you recall that he did say that you were lucky that these 
inportations -<- 


A. No, he did not say anything about that to me at all. That 
is the first time I have heard about that. 


Q. Did you agree, as a result of this conversation with ifr. 
Jewett, that you would not ship it? 


A, But it was not for that reason, though. 
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Q. What reason was it? 


A. Mr. Jewett was putting out a new paper down there, which 
he was able to ship to us in Alberta, and he said he 
would ship it if we would not bother bringing that other 
paper down there. We were only doing it because we could 
not get it from him. But he had this new line which he 
agreed to give us, and we said, ‘all right, it will do 
just as well, and we will use that.! 


Q- dn other words, you were inporting Everett litho paper 
because you could not buy it from him? 


A, Because it was hard to get. It was during the war. 
Q. JI think it was after the war, 1947? 


4. Well, it was pretty hard to get after the war for a while, 
too -- pretty hard to get what you wanted for a year or two. 
You could not get anything. The lithographers wanted more 
than they could get. It was not an economical proposition, 
importing -= shipping Everett paper in there, because when 
you added the freight to it you put it out of the market, 
But the very fact that we had to have paper, we could do ity 
but he agreed to give us the other line. He said, ‘Here, J 
have this; you can get it by direct shipment in there.! I 
said, ‘all right, that will do us just as well.’ But there 
was no discussion about loyalty discount at all. 


Qe Do you remember having a discussion about loyalty discount? 


A. No, I do not think he ever raised the question with me at 
any time." 


(Evidence, pp. 2962=4) 


Smith, Davidson & Wright had, at this time, had branches in Calgary and 
Edmonton for some years but was only able to get direct mill shipments to 
these branches on a very few lines and the opening up of an economical 
domestic source of supply was undoubtedly an attractive proposition to Mr, 
Smith. 


Qn October 7, 1947 both Howard Smith and Rolland wrote to W.J.T. 
Adamson and approved loyalty discount applications for the months of July 
and August 1947 for all the merchants except Kruger and T. B. little. 
October 9, 1947 lr. Adamson sent the mills the regular lists of names of 
persons whose applications for the loyalty discount had been approved. The 
names of rand T. B. Little had been marked out of these lists (HS 921K), 
(AD 203-1), (AD 1-6E). 


An apparent result of Mr. Adamson's advice was that on October 
11 written instructions were given in Eddy's Hull offices that loyalty 
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discount credit notes for Kruger and T. B. Little should be held up "pending 
inquiries regarding certain importation" (EBE 6=8B), 


Qn October 14, 1947 E. H. Smith wrote to Mr. Aird, his company's 
sales manager, and said: 


"Mr. Ecclestone (Rolland) called me up to-day to say that 
he had a session with Bruce Brown (f. B. Little) and that Mr. 
Brown had explained that the imports reported covered one job 
which goes to the United States after printing. 


' Me. Brown reminded Mr. Ecclestone that he had already 
promised that he would not import American paper without first 
letting us know and stated that he had no intention of departing 
from that promise. I therefore agreed with Mr. Ecclestone that 
we would pay little Loyalty Discount and I advised John Patenaude 
verbally to-day to have this done, 


Incidentally, Ir. Ecclestone said that Mr. Brown became a 
bit annoyed at one time in their. conversation but that he got 
over it all right. 


if I remember correctly, you were to see Ir. Kruger in | 
regard to their imports but I do not imagine you have had an 
opportunity of doing it yet. I arranged with If. Ecclestone 
that Kruger's Loyalty Discount would be held up until you had 
had an opportunity of seeing Kruger. 


ut 
(HS 92=1 I) 
Mir. Aird's handwritten notation on this letter said "Phoned Roy Oct. 22", 


Qn October 22 both Rolland and Howard Smith advised W. J. T. Adamson that 


they approved the allowance of loyalty discount to T. B. Little and Kruger 
(AD 1-6D) (aD 1-6C), 


Mr. Aird, in evidence, spoke of his telephone call of October 22 
10 Mr. Ecclestone: 


"Qe You say 'Fhoned Roy October 22.! 
A. Yes. 
Q. Would that be after you had seen Kruger? 


4, I would assume so. I cannot answer that specifically; 
I don't remember the dates that closely. 


Q- You would phone Roy, who I Presume was ifr, Ecclestone? 
A, Yes. 


Q. 


Ae 


Q. 


Ae 


And advise him as to the result of your call on ir. Kruger? 


Yes. 


4nd so that you and ir. Ecclestone could decide in the light 
of your call on Mr. Kruger whether or not to clear Kruger 's 
loyalty discount; is that so? 


You put it that way. I would have called Roy up in the 
ordinary way and simply said: "Roy, I have discussed this 
situation with Gene Kruger, and he explained why he brought 
in the paper which I thought was unfair, and he has agreed 
under the circumstances that he will not bring in any more 
of this particular paper at this particular time; therefore 
if you will, we are issuing our loyalty discount to him or 
his credit note.' That I imagine would be the tenor of ny 
conversation." 


(Evidence, p. 1227) 
In evidence If. Brown of T. B. Little said that when Ir. Ecclestone 


first questioned him about the particular importation involved he took objec- 
tion to being questioned at all about it. if. Ecclestone made a second 
approach to ir. Brown and on this if. Brown's evidence was as follows: 


Mh , 


Qe 


ee « I told him that I could import paper into this 
country; that I would import it at any time and any place, 
and that the loyalty discount was a matter of trade discount 
and that anything that I reported was a matter of courtesy. 


You told hin that? 
Yes, sir, and if he wanted to make anything about it I --- 


He indicated to you then that you were possibly endangering 
your loyalty discount? 


Noy sir. 


Why did you bring up this question of what you told him 
about the loyalty discount? 


Because he said then that I was probably right but what I 
first -- he was interested, and had been asked to talk to 

me about it. He asked, would I on a friendly basis tell him 
what this was all about, which I did. I am not certain at 
that time, but I think my recollection of the thing was that 
his approach afterwards was that I was doing something that 
was a little bit unfair to the Canadian mills, in that they 
were prevented by the application of the controls fron making 
this grade of bond in the size, in the weight rather in which 
I had imported it, and --- 


Mr. Brown <== 
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WR. O'CONNGR: Ist him finish his answer. 


THE WITNESS: My recollection is that afterwards the approach 
was not that I had done something that endangered anything, 
but that I had been a bit unfair in that the Canadian mills 
were prevented by the controller from manufacturing a similar 
grade of paper in this weight which I was bringing into this 
country, which they were not ready to manufacture," 


(Evidence, ppe 1790,1) 


Mr. Brown also gave evidence that he was personally interested in 
two firms that imported fine papers. One such interest was in the Blake 
Paper Company Limited of Toronto which was incorporated in August 1943 with 
Mr. Brown holding control. In this case ir. Brovm furnished S. W. Blake of 
Toronto who had had some experience in importing papers from the U. S. with 
sufficient capital to do business. In 1949 ifr. Brown bought out Mr. Blake's 
interest in the business and formed Blake Paper Limited. Shortly after the 
incorporation of Blake Paper Limited, shares in it were acquired by Whyte- 
Hooke, a company controlled by Ir. Brown and in which he had first acquired 
an interest in 1946. In 1946 lfr. Brown incorporated the W. S. Hodge Paper 
Company of Montreal. Whereas Blake Paper imported from the U. S. Hodge 
Paper specialized in importing European papers, most of which were said 
by Me. Brown to be "not competitive with anything made by the fine paper 
milis*, Insofar as imports by Blake Paper were concerned, Mr. Brown said, 
in October 1950 the situation had developed to the point that the only 
kind of paper which it could import in quantity and sell at a profit was 
a particular high price patented coated paper (Evidence ps 1785). Of 
these two importing operations lr. Brown said: 


" . « « this knowledge that I have incorporated and have run 
both these firms was communicated verbally to the mills, and 
they have known about it, and I have told them, but I tried 

to get -- I have tried to get some Canadian mills to manufacture 
some of these things here." 


(Evidence, pe 1787) 


It is difficult to say to what extent the fact of there being a 
loyalty discount agreement influenced Ir. Brown to supply capital for the 
formation of these companies which were clearly outside the technical limits 
of that agreement instead of conducting the importing operations within the 
established business of T. B. Little and later Whyte=Hooke. One reason for 
the procedure adopted undoubtedly was that both Messrs. Blake and Hodge had 
arrangements for participation in any profits made in their companies. Thus 
they both stood to benefit directly from any financial success resulting 
from their efforts. Such arrangements could probably be worked out more 
satisfactorily through the media of separate companies than within the 
framework of the established business of T. B. little. One clear fact is, 
that for whatever reasons, these importing operations of Mr. Brown were 
conducted in such a manner that they did not bring into question the 
entitlement to loyalty discount of T. B. Little. 
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An illustration of the fact that approval of all the mills was 
essential before any would credit its customers with the loyalty discount 
is afforded by an incident which occurred in 1948. On September 28, 1948 
Mr. Adamson sent out letters to the mills asking each for early advice 
if the applications for the loyalty discount for July and August, as des- 
cribed in a memorandum he enclosed with this letter, met with approval 
(HS 95-IF). On October 9, 1948 Mr. Adamson again wrote to the mills, 
this time to advise them of the approval, with one exception, of the 
applications made. On the same day Alliance sent the following telegram to 
Mr. Adamson's firm: 


"HAVE NOT RECEIVED LOYALTY LISTS AR THERE ANY EXCEPTIONS 
PLEASE WIRE ANSWER" 
(AD 1-3B) 


The reply sent is quoted: 


"WIRE RSCEIVAD LISTS HAILED TODAY ONLY EXCEFTION BEV#RIDGE SUPPLY 
co." 
(AD 1-34) 


On May 4, 1950, some considerable time after the commencement 
of this investigation, A.P.Jewett of Provincial wrote to W.J.T,Adamson 
& Company as follows: | 


"We are sending out a notice to the trade as per attached 
copy. I believe this letter is self-explanatory and under the 
circumstances we will not require your services after May 15th." 


(AD 22-12B) 


The enclosed notice read as follows: 


"For many years we have given a discount to you on some kinds of 
paper that has come to be called a fLoyalty Discount!. Whatever 
the original circumstances surrounding this discount may have been 
it has, in fact, for long been a trade discount. 


Effective May 15, this discount will be given by us as a straight 
deduction off the face of the invoice on the same kinds of paper 
and applied in the same way as to value as the old so called 
'Loyalty Discount! was applied." 


(AD 22-120) 


W. J. T. Adamson thereupon consulted the other companies as to their wishes 
in the matter. Some of the replies from the other companies indicated that 
Provincial's move had taken them by surprise. One company, however, replied: 


"In this connection, we had your recent advice about the further 
use of your facilities on this work. Something very definite is 
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brewing, which might result in a change. For the time being, 
and say until the end of June anyway, we will expect to carry 
on under the present arrangement." 


(AD 22-15) 


The various incidents reported in this section principally concern 
the loyalty discount agreement in the war and post-war period. A number of 
somewhat similar episodes occur in the evidence with respect to the earlier 
period from 1935. It may be said that the evidence does not show a rigid 
enforcement of the loyalty discount agreement and, indeed, does not dis- 
close a clear case in which the loyalty discount was ever permanently 
withheld from an already recognized customer. The evidence does establish, 
however, that there was a general understanding by all parties upon the 
principal conditions of the loyalty discount agreement and that it was 
generally adhered to. The loyalty discount agreement was very effective 
notwithstanding that the mills, insofar as the available evidence indicates, 
never applied the final penalty under it. The mills found that it sub- 
stantially served its purpose without actually having to commit themselves 
to the final sanction in what they knew to be a system of doubtful legal 
validity. To put the position somewhat crudely, the purpose was served, 
from time to time, by raising the stick without the necessity of ever 
letting it fali more than half way. 


The loyalty discount agreement has not only resulted in the 
mills being assured of the main bulk of the available business in Canada, 
and this at prices over which they asserted a considerable measure of con~ 
trol, but it has also gone far to protect the recognized fine paper merchants 
against conpetition from imported’ papers. Moreover, the benefits occuring 
to the merchants. as a result of their observance of the loyalty discount 
agreement have gone beyond this - the merchants have derived a large measure 
of protection against new entrants into their trade. 


Several fine paper merchants have been newly recognized by the 
mills since January 1, 1935 but an examination of the circumstances 
surrounding their entry into the trade reveals that in each case special 
circumstances were involved. The new entrants were: 


Fine Papers (1935) Toronto and London, Ontario 
Hillier Paper (1938) Winnipeg, Manitoba 

John Neville (1940) Ottawa 

Emile Robitaille (1949) Quebec 


Three of these four merchants, the exception being John Neville, 
have depended largely upon Eddy ror their supplies. In each of these three 
cases, Eddy was the first fine paper mill to sell them direct, and Eddy's 
recognition of these three new merchant accounts can be related directly to 
a change in the fine paper merchandising policy which was gradually put into 
effect by the Eddy company, It is apparently the case that Eddy, which 
has made some grades of fine papers for many years, originally sold these 
through the same distributing outlets as handled the company's other lines. 
In eastern Canada, Eddy had a number of warehouses at which fine paper 
stocks were held and from which sales were made, In western Canada, Eddy's 
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agent, Tees & Persse, held warehouse stocks of fine papers in the various 
Prairie centers. It would seem that while Eddy did business along these 
lines it got little support from the merchants. As the company did not 
offer a full line of fine papers it could not hold its customers in the 
Same way as could a merchant selling the varied products of a number of 
manufacturers and on the other hand its efforts to attract and hold trade 
were disruptive in the contemplation of the industry in that they tended 
to involve special privileges and special prices. The documentary evidence 
shows that there was some pressure on Eddy at all times during the period 
following 1935 to bring its selling methods into line with those of the 
other companies, Apparently Eddy was willing to yield to this pressure 
if in so doing its position in the market did not suffer, Undoubtedly 
the company worked hard to get a better general acceptance of its products 
by the established merchants and the latter, also, were desirous that 
Eddy's practices should be brought more closely into line with those of 
the other mills. The naming of new merchant accounts by Eddy was accepted 
by the mills and by the merchants as a necessary part of the transition 
from Eddy's policy of direct mill. representation in all the leading 
centers to one where Eddy fine papers, except for certain large direct 
accounts and for the Maritimes, were sold through merchants as were the 
products of the other manufacturers, 


Acceptance of Fine Papers Limited in Toronto as a fully recognized 
merchant did not follow automatically upon Eddyts opening its lines to 
this new company in 1935. Fine Papers Limited was formed in 1935 by F.W, 
Halls who for years had been the president of The Fred W. Halls Paper 
Company Limited, control of which during most of this period was held by 
Howard Smith. It seems that Fine Papers was the first firm in Toronto to 
depend upon Eddy as its principal fine paper supplier or in fact to take 
any substantial interest in pushing the sale of its fine paper lines. 


At a meeting of the Book and Writing Section held on September h, 
1935 consideration was given to the position of Fine Papers Limited, 
The minutes for that meeting state: 

ahead oe 

A letter was read from Fine Papers Ltd. asking for Loyalty 
and Quantity Discount. The secretary was instructed to reply that 
if the firm qualified under the definition of paper merchant they 
will be entitled to the discounts under the same conditions as are 
applicable to paper merchants in general, 


It was moved by Mr. Smith, seconded by Mr. Taylor that the 
following definition of a paper merchant be approved and recorded 
-in the minutes:~ 


'A paper merchant is a corporation, firm or individual whose 
principal business is selling for resale or processing and carry- 
ing a general stock of various grades of stock sizes and weights 
of fine papers, cardboards, envelopes, etc. from which any quantity, 

large or small, can and will be sold,! 


wi I 
The motion wes carried. 


oo ® af 


The definition qioted is almost exactly the same as the definition of a 
merchant given in the C.P.T.4. by-laws in January 1940. There are 
indications that the definition in this form had been in effect in the 
C.P.TeA. for some years before 1935, Reasonable as this definition 

might appear, were it the independent policy of an individual manufacturer, 
the potential unfairness to new entrants that is involved in the mills 
setting up a common front on the question of recognition is obvious. 

The nature of the measure tended to deny any prospective merchant 

the opportunity of convincing an individual mill that it would be to the 
mill's advantage to accept him and assist him to get started. 


In 1935 W. H. Aird was the Toronto representative for Howard 
Smith. On September 12, 1935 he wrote a long letter to G. A. Davidson 
the company's sales manager, on the subject of Fine Papers Limited. In 
that letter Mr. Aird said: 


"Whilst we are being governed by the opinion of the Merchants 
as a Whole, with regard to the sale of our papers direct to Fine 
Papers Limited, and also the Merchants’ decision in connection with 
cutting off any discourts on their sale of Merchandise to Fine 
Papers, Limited, I am wondering whether we are taking as active 
an interest as we should in a situation that might develop and 
might affect us quite drastically. 


® e o” 


(HS 86-6) 


Mr. Aird then voiced his doubt of an opinion that had been expressed to the 
effect that "no Merchant can function unless they have our lines, Rolland's, 
Don Valley's or Provincials" and said "Fine Papers Limited are going to 
stay in business if they can." Mr, Aird then said: 


We cele 


So it seems to me that the Merchants have got to decide whether 
it is better for them and for the Mills to admit Fine Papers into 
the Association, allow the Canadian Mills to sell them direct, and 
have them under control as far as the price set-up is concerned, 
or to refuse them admittance to the Association, and let them bring 
in imported lines if they want to. 


So far, they have decided on the latter policy. 


Fred Jr. therefore, might easily take the attitude that he had 
applied to the Association for Membership, was willing to play ball, 
maintain prices, etc., and had been turned down, therefore, he would 
bring in, if possible as many imported lines as he could, put on 
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his own markeup, and cut prices, that is resale prices, all 
along the line on any number of grades. This might, of course, 
wreck the structure amongst the Merchants that has been estab=- 
lished in the last year up here, and the whole thing would be 
wide open again. 


Where we come into the picture is that the Merchants might 
come to us the same as they were agitating some months ago about 
the Baker Paper Company, and state that they could not compete 
with some of the Imported Lines of Fine Paper Itd. and the prices 
at which they were selling them and therefore, we would have to 
reduce our prices on various lines to enable them to meet such 
competition, This might cost the merchants and ourselves a great 
deal of money, and the question naturally cones up, if Fine Papers 
Itd. are going to stay in business, whether it would not be cheaper 
in the long run for all concerned, to allow the Canadian Mills to 


sell them direct, get them to join the 4ssociation, keep them under 
control and let them have their share of the tusiness, which after 
all spread over seven or eight merchants would not mean very heavy 


loss to then. 


Of course, if the Merchants can show us by actual Iaid Down 


figures, on both American and British Bonds Bristols, etc that 
it is impossible for Fine Papers to create any such situation as 
I have outlined, then everything will be all right, but if they 
simply make a general statement, the wish perhaps being father to 
the thought, and we accept it, are we not perhaps permitting a 
situation to grow that in the long run may cost us a great deal 
of money? 


it 


(HS 86=6) 
It may be noted, from Mr. aird's letter, that the Toronto merchants , 


including Howard Smith subsidiaries, had cut off "any discounts on their sale 
of Merchandise to Fine Papers, Limited." On September 16, 1935 Ivan Moffitt 
wrote to A, M, Barkwell, then president of the C.P.T.A. and said: 


I mentioned to you some time ago the possibility of an application 
for membership being received from the new firm in Ontario, Fine 
Papers, Limited. One was received -- not for membership in the 
Faper Trade Association, however, but in the local Ontario Fine 
Paper group. The action of this group was to place the applica- 
tion on file for consideration at the end of this year. 


(BARK 27=55) 


Over a year later, on November 2, 1936, 4. E, Cadman, wrote to 


Mr. Moffitt and told him of certain decisions the mills had made with 
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respect to reducing the price to the merchants on No. 7 bond for the 

purpose of meeting competition from imported bonds. Mr. Cadman pointed out 
that the offer was subject “to the proviso that the merchants on their part 
will assist in meeting the competition in this item by reducing their resale 
markeup on this grade of paper." ifr. Cadman went on to say: 


" . . . it is also their (Ghe mills?) opinion that the general 
situation in Ontario would be vastly improved if Fine Papers 
Itd. could be included in the membership of your Association." 


(HS 810A) 


Whether because of the stated opinion of the mills with respect 
to Fine Papers Limited or in an effort to remove the possibility of profit 
margins being reduced there were soon developments with respect to Fine 
Papers. On November 7, 1936 in a letter to W. J. Macdonald, then secretary 
of the Prairie Fine Paper Council, ifr. Moffitt said: 


" . e « In connection with the matter of a grade lower than No. 7 
Bond being made available, I have had some discussion with one or 
two of the members since the Ontario meeting was held. I believe 
&@ change of attitude is developing and the member who made appli- 
cation to the mills for a lower-priced sheet is now warming to the 
view it would perhaps be better to ignore present competition than 
to introduce another grade on the market, that is, from Canadian 
mills. This change is perhaps influenced in part by the reason 
that one house, alleged to be offering papers below regular prices, 
hay make application for membership in the Association. In fact, 
it is altogether likely that action will be taken within the next 
week or two. .. .!! 


(BARK 345) 


Fine Papers limited became a member of the C.P.T.A. and of its Ontario Sube 
Section in early 1937 and its sales records then became subject to audit 
inspection in the same way as were the sales records of the other Toronto 
merchants. 


From available records it seems that Fine Papers limited was 
actually peers allowed the Loyalty discount before it became a member of 
the C.P.T.A. 


In the case of Hillier Paper there was no apparent delay, after 
Mr, Hillier arranged to get fine papers from Eddy and start his company, 
either in his receiving loyalty discount or in being accepted as a member 
of the C.P.T.A. The Prairie merchants apparently took a different attitude 
from the Ontario merchants. Ir. Hillier had had some years experience in 
the fine paper business in Winnipeg, and this, in conjunction with the 
fact that if he stocked Eddy papers and sold them in accordance with the 
accepted rules, regulations and prices, Eddy itself would be unlikely to 
compete directly against him by allowing its Winnipeg agent to undercut 
his prices, prohably had a good deal to do with the apparent lack of 
objection from the Winnineg merchants to his entry into the business. 
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John Neville of Ottawa was, for years before he set up his own 
company in 1940, the Ottawa manager of Buntin Gillies. Apparently as a 
result of a change in ownership of Buntin Gillies in 1939 Mr. Neville 
decided to go into business for himself. At that time there was no 
merchant with principal place of business in Ottawa and it seems that 
Frevincial and Rolland were not well represented in warehouse stocks held 
by those merchants who did have small warehouses in the city. At any 
rate Mr. Neville started in business in Ottawa in early 1940 and was able, 
apparently from the outset, to buy fine papers direct from Provincial and 
Rolland as principal suppliers and from other mills too. It appears that 
in this case the personal suitability of Mr. Neville to Rolland and 
Frovincial at a time when they desired better representation in Ottawa 
accounts for his relatively easy entrance into the trade as a recognized 
merchant. He was also accepted into the C.P.T.A. about the same time. 


Emile Robitaille of Quebec became a handler of Eddy fine papers 
in 1940 or before. Apparently in so doing Mr. Robitaille took over the 
fine paper part of the business being done by Eddy's Quebec branch. At 
that time other merchants were carrying warehouse stocks of fine papers 
in Quebec and the headquarters of one of these, Turgeon, was in that city. 
Although when Fine Papers, Hillier and Neville applied for membership in 
the C.P,.T.A. their applications were apparently dealt with without any 
question being raised as to the value of the paper stocks carried by 
them, Robitaille's application was not dealt with until after the member- 
ship requirements had been qualified by certain inventory conditions. 
Robitaille never became a member of the C.P.T.A. He was recognized by Eddy 
and placed on the loyalty discount list and became the only merchant so 
qualified who was not able to buy fine papers direct from more than one 
nill. 


Coast Paper of Vancouver became a recognized fine paper merchant 
some time before 1935. The evidence includes two reports on happenings 
preceding its recognition by the fine paper mills. H. S. Ramsay, for some 
years the Howard Smith representative in western Canada, included the 
following in a letter, dated lay 9, 1941, which he wrote to G. A. Davidson 
and E. H. Smith: 

" e ® 6 

Going back a few years the three large B.C. iferchants 
approached the milis and asked them to put the Coast Paper Co. 
on the Canadian mills list which we all did. ... 


tt 
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(HSW 26=18) 


In another letter, this one written on September 16, 1941 by 
Gilbert Garnett, the president of Coast Paper limited from the time it 
succeeded Coast Paper Company Limited in 1941, to K. Davey, also of Coast 
Paper Limited, Mr. Garnett told the story as it had recently been related 
to him by Mr. Davidson of Howard Smith, whom Mr. Davey was to meet ina 


short while: 
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» » eAs a matter of fact you might sound him out as to the 
possibility or the prospect of getting Alliance Coated. George 
was quite frank in discussing the situation with me yesterday 
and gave me the history of the development of lines with Coast. 
It appears that MacLachlin (Of Coast Paper Company Limited) was 
doing a lot of importing because he could not buy Canadian grades. 
Then some of the other houses also began to import and when they 
were approached by the Canadian mills they stated that they had 
to import some of the lines that the mills were objecting to in 
order to meet MacLachlin's competition. The mills then stated 
that all importations would have to cease but there would have 
to be an understanding with the other distributors that the 
Janadian mills could sell MacLachlin. All of this was agreed to 
and that was when MacLachlin began to buy the bulk of his grades 
from the Canadian mills, 


e ¢@ Po 


(COA 16-1) 


Coast Paper has been the principal handler of Eddy papers in Vancouver, 
It seems that, in this instance, the mills recognized Coast Peper after 
arrangements had been made with the merchants that this would be 
satisfactory. Underlying this acceptance was the consideration of 
controlling imports and protecting the price structure. Other documents 
indicate that another consideration was the necessity for arrangements to 
be made for Eddy to get a share of the available business. 


Coast Paper, Fine Papers, Hillier and Neville were all accepted 
as members in the C.P.T.A. This meant that they could take advantage 
of the privileges of any stock-sharing arrangements in effect in the cities 
in which they held their warehouse stocks. In each of these cases the 
merchant was able to buy, from the stocking merchant, under as good 
conditions of sale as any other merchant, a number of lines of fine papers 
made by mills other than his principal supplier or suppliers. In the 
case of Robitaille, whose application for membership in the C.P.T.A. was 
not accepted, he did not participate in any stock-sharing arrangements in 
Quebec City and he was not supplied with fine papers by any mill other 
than Eddy. 


There were cases where, ag the result of some joint action, no 
mili would sell a particular firm fine papers intended to be used as stock 
in a wholesale fine paper business. One instance of this concerned the 
Queen City Paper and Twine Company of Toronto. As early as 1936 this 
company imported fine papers into Canada and apparently sold them at 
prices below those being charged by the recognized merchants. Some 
attention was given by both the mills and the merchants to the extent 
and effect of these importations but other than to keep the matter under 
review little else was done. 


In late 1938 there was correspondence between Don Valley and Eddy 
concerning the price being charged by the Cana@ian mills on ticket stock 
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as compared with the cost of a similar imported paper. A letter written 
on Jarmary 19, 1939 by N. E. Wainwright, president of Don Valley to John 
Taylor, secretary and sales director of Eddy, shows a relationship between 
the refusal of mills to sell outside the group of recognized merchants and 
the operation of the loyalty discount agreement: 


"I attach herewith copy of a letter written to Mr. Cadman. 
I hope that the E. B. Eddy Company will back us up in this, 
because we are the two mainly concerned, and I suggest that 
the time is about ready when some mills, and there is no 
reason why the E. B. Eddy Company and ourselves cannot be 
the first to take a stand in the matter, should demand that 
this loyalty Discount be enforced or cancelled. 


If the merchants won't support the Canadian mills making this 
grade, and want to have the additional privilege of importing 
the same line which the Queen City Paper & Twine are bringing 
in, then the mills should automatically be free to sell the 
Queen City Paper & Twine. In that case the Queen City would 
drop the imported line in favour of the Canadian, and the Kruger 
Paper Company would be the only ones importing it. 


The question is, do they want to place themselves in this 
position? Fersonally I consider that some of the merchants 

are entirely too free in interpreting their rights and privileges 
to the advantage of themselves, yet still expecting the Canadian 
mills to refrain from selling direct. Shall be glad to hear from 


you. u 
(EBE 0-64) 


Mr. Taylor replied on January 23 and said: 


* . « « We quite agree with the sentiments as expressed in 
your letter, that I think you already know. 


I presume that you will be in Montreal this week, so I 
hope to have the pleasure of seeing you there when we can 
discuss this situation further." 


(ERE 70-6) 


There was a meeting of the Book and Writing Section in idontreal 
on Jamary 26, 1939. Mr. Wainwright did not attend but Mr. Taylor did. 
Qne of the decisions reached is recorded in the minutes as follows: 


QUEEN ory 


This matter was left to the individual mills to act as they deen 
advisable but that this account should be treated as any other printer and 
not as a merchant. 
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In the meantime the situation should be watched, 


This, among other things, meant that the mills as a group had 
decided no mill should sell Queen City fine papers for purposes of resale, 
Although no dissent is recorded on the part of Eddy the latter apparently 
doubted the wisdom of such a move. On June 16, 1939 Mr, Taylor wrote to 
4a. E, Cadman in reply to a request that Eddy's president should comment 
on the proposal from a Toronto merchant that the mills supply a bond 
paper, in carload lots, at a low price so that competition from paper 
being imported by Queen City could be met. Mr. Taylor said: 


a8 
eee 


The Queen City Paper & Twine Company have, as you know, 
been trying for the last year or two to purchase bond and other 
white grades from the Canadian Mills, but have met with little 
or no success. .. « 


u 
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Mr. Taylor then commented upon the possibility that Queen City would start 
making its own fine paper grades and went on to says 


i 
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You may recall that I brought this matter up at several 
meetings of the Book and Writing Section, and advanced our 
réasons why we thought they should be sold by the Fine Paper 
Mills, but we never could get anyone to see eye to eye with 
us, although on one occasion it locked to us as if perhaps 
something would have been done about the matter. 


(ERE 63=5) 


By the time this investigation started, Queen City was no longer in the 
business of selling fine papers. 4Spparently at no time did it as a 
merchant become a direct buyer from the Canadian nills. 


The fact that Laugier Paper of Montreal, which commenced business 
in 1945, applied for membership in the C.P.T.A. but was not accepted has 
already been referred to, A pparently this new firm made several attempts 
to buy direct from Howard Smith. In evidence lr. Aird said that his company 
had refused to sell Iauzier. It is the case that fine papers during the 
immediate post-war period were in very short supply and to allocate some 
part of the available supply to a new customer might have created certain 
problems, but when supplies of some lines became more free Howard Smith 
still would not sell to Iaugier. A three-page memorandum written on July 
19, 1948 by W. H. Aird to E. He Smith dealt with the problem of selling to 
Iauzier and to Iaurentian Paper, another new entrant that Shortly afterwards 
went out of business. In this memorandun My, Aird said: 
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I think that cur present Distributors are probably con- 
cerned about the possibility of our doing business with lauzier 
or Iaurentidn. Were we to start on private labels on our Covers 
and Bristols, they would feel that it was the first step in 
recognizing and entrenching these houses as paper merchants for 
the distribution of Canadian merchandize and that other lines 
would follow in due course as these houses kept putting on the 
pressure. 


Montreal merchants had refrained from bringing in American 
rag papers to their advantage, in competition with Iauzier, and 
even though we might not open up rag papers to him, the fact 
that we had given him our Covers and Bristols under private 
names because we felt it to be to our advantage might be con= 
strued in some quarters as, in a sense, having 'broken faith’, 


Nor, do I feel that our sales would be substantially at 
increased and that, for the most part, any business that lausier 
obtained through his personal connections and initiative would 
simply be business taken away from the other distributors. 


ig 
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This quotation from Mr. Aird's memorandum would indicate that Howard Smith's 
refusal to sell at least some lines to these new firms was based, in part, 
on & recognition of the fact that certain protection was to be given the 
established merchants in return for their observance of the loyalty discount 
arrangement. 


A report concerning S. H. Blake sent by If. Aird on August 3, 1945 
to E. H. Smith shows that this attitude was not new. Ir. Blake at this time 
was interested in the Blake Paper Company limited in which, as mentioned 
above, J. B. Brown of T. B. little, Montreal, had the controlling interest. 
Previous to his connection with this company Mr. Blake had done business as 
an importer of fine papers. On August 2, 1945 If. Smith wrote to Mr. Aird 
and told him Mr. Blake had been in to see him "to see whether we would be 
willing to open up some of our lines to him in Toronto", Mr. Smith's letter 
also included the following: 


I told him quite frankly that our best customers were the 

paper jobbers and that I was afraid that they would look with 
disfavour on any action which we might take which would establish 
another jobber on Canadian lines in the Toronto market, and that 

for that reason I would like to give this matter considerable thought. 


(HS 50-10) 


The following is quoted from llr. aird's letter of August 3 to Mr. Smith: 
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My initial reaction to the situation is that we should 
not open up our lines to a new Distributor, whether ir. Blake 
or any one else at the moment. There are ten Merchants in 
Toronto now, including Fine Papers Limited, and I am sure the 
Merchants would not welcome another one... 


Were Mr. Blake to assume control of one of the established 
Merchants, such as the Whyte Hooke Paper Company, that would be 
an entirely different proposition. We would have to keep on 
selling Whyte Hooke, even though it were under new control and 
management, or at least, we would be justified in doing so, 


Mrs Blake's request reminds me of the old Queen City 
Paper & Twine Company situation, back in 1938, and you will 
remember the conversation that you had with lr. Geo. Allen, 
referred to in your letter of lay 7th 1938. I think that the 
reaction of the Merchants to Mr. Blake would be the same as it 
was in '38 towards Queen City. 
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Qn August 9, 1948 J. W. Parker, Eddy's Montreal representative, 
had a telephone conversation with N. B.A. Fair, of the company's head 
office. Ina teletype message confirming the telephone conversation Mp 
Farker spoke of objections that had been and were being made by W. D. 
Nelson of McFarlane Son & Hodgson to the fact that Iauzier had sold some 
of Eddy's "Cheneaux" bond. Apparently Laugier got this paper from some 
source other than direct from Eddy and Mr. Nelson thought Eddy could stop 
this. Mr. Parker's message went on to say: 

hy 
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MR. NEISON JUSTIFIES HIS FURTHER STRONG CRITICISM AT THIS 

THE FOR THE REASON THAT DURING THE WaR THE BONE FIDE FINE 

FA HER MERCHANTS DID NOT IMPCRT THE EQUIVAIEMT OF #7 BOND 

IN HEAVIER WEIGHTS IN OFEN COMPETITION TO CANADIAN MA NUFACTURED 
#7 BOND, WHEREAS IAUZIER AND COMPANY COUID ONLY SURVIVE BY THE 
IMPCRTATION OF AMERICAN PAPERS INCLUDING THE EQUIVAIENT @& #7 
GRADES AND WHICH, HAVING A READY SAIE aT THAT TIME, HAS PUT 
IAUZIER INA POSITION WHICH IS, IN THE ESTIMATION G@ DUTCH 
NEISON, BAD FCR THE iERCHANTS AND THE MILIS ALIKE, HE AISO 
EMPHASIZED THAT HE WOULD OPPOSE ANY MOVE ON THE TART OF ANY 
G@ THE MILIS TO SELL IAUZIER UNDER THE CIRCUMSTANCES. 2... 
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In reporting on the problem to ij. S. Kidd, president of Eddy, Mr. Fair 
said: 


e « » We are not selling Iauzier Paper Company and 
have no intention of doing so at the present time... 


(EBE 20-1) 


Qn August 23, 1948 R. H. Joyce, sales manager of Don Valley, 
wrote a memorandum to W. H. Aird with a copy to A. E. H. Fair, president 
of Don Valley and Alliance. The memorandum had to do with certain 
matters that might come up at a Book and Writing Section meeting which 
was to be held on August 26 and which Ir. Joyce said he would be unable 
to attend. In this memorandum Ir. Joyce included the following: 


Has the case of Jacques Iauzier come before you? Mr. 
Fair has my views on it which simply amount to this; that I 
would like to sell this man, that I think he is quite 
responsible for his undertakings, but I am certainly not 
going to be the first to open an account with him. That is 
a matter of policy outside of my powers completely. 


You will recall at a meeting last winter that one or 
two of the Montreal merchants asked for the privilege of 
importing Bristols without losing their loyalty discount, 
the purpose of this being to meet lauzier's imports. 
Nothing came of it but I imagine it has not been forgotten. 


(APS 2-1) 


Certain paper converters who have never been considered to be 
fine paper merchants have been recipients of the loyalty discount. 
Although they have not been able to buy fine papers, except for their . 
converting operations, under conditions of sale so favourable as those 
granted to the merchants, they have nevertheless been able to buy a 
mumber of grades, intended for such operations, in quantity as cheaply 
or, in the case of an envelope mamifacturer buying certain envelope 
papers, more cheaply than the merchants. The understanding has been _ 
that papers so bought should not be resold to persons who would other= 
Wise buy from the merchants. Mr. Bradford Ellison, then sales manager 
for Eddy, brought the case of a converter making such sales up for 
attention in a letter he wrote on April 14, 1941 to E. H. Smith: 
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I am advised that the Willson Stationery Company Limited in 
Saskatoon and Edmonton, respectively, are selling full-size sheets 
to such accounts as the Houghton=Boston Press at Saskatoon, and to 
the Hamly Press and Armstrong-Cosans at Edmonton, respectively. 


it has been my understanding that we fine paper mills aell 
to Willson Stationery Company as Convertors only and that in no 
sense is it our intention to support these people as fine paper 
Merchants. 


I am quite prepared to enforce a ruling upon these people 
that they are not to re-sell to the printing trade and thet they 
are to buy as Converters only, provided such a ruling is agreeable 
to you and you are prepared to also enforce a similer rule. 


I am sending copies of this letter to Messrs. E. Howard 
Smith, R. H. Ecclestone and arthur P, Jewett, and would ask that 
they kindly, in replying, send copiss to the above parties as 
well so that we may all be au courant with this correspondenca, 


(ERE 57=3A) 
Mr. Smith replied on April 15 and said: 


". © e I fully agree with you that it is not the intention 
of the miils to support these people as Fine Paper merchants. 


We will be only too glad to work with you and the other 
milis in an endeavour to have this practice discontinued, and 
I would suggest that this matter might be discussed after 
adjournment of the next meeting of the Book and Writing Section, 
which I believe is called for Tuesday of next week." 
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(b) Quantity Discount 


It will be remembered that the quantity discount was a discount 
allowed by the mills to the recognized merchants. This discount was, when 
this investigation started, allowed on the total value of the purchase of 
& limited number of classes of paper including bond, ledger and writing 
papers and bristols made by a merchant from all the mills ina particular 
year and the rate varied between nil and 23 per cent. The smallest rate 
actually allowed was + of 1 per cent and this was allowed on $35,000 worth 
of purchases of the papers covered. The merchant got the 24 per cent quantity 
discount if he purchased a total of #175,000 or more of such fine papers. 

4 more complete description of the quantity discount arrangement may be found 
in Chapter IV. It is mentioned here because it was given oniy to the recog=- 
nized merchants and was one of the benefits accruing from and dependent on 
joint mili recognition. 
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(c) Customer Protection 


Some attention has already been given in this report to the 
adifficulties faced by a person attempting to become established as a 
fine paper merchant handling.Canadian fine papers. Not only have the 
nills protected their established merchant customers by resisting the 
taking on of new customers but the arrangements between the mills and 
the merchants have been such that the mills have to a large extent 
protected the merchants established with warehouses in a particular 
territory against competition from merchants principally established 
in other territories. ' 

The latter principle is set out in the record of preceedings 
of the C.P.T.A.'s 23rd Anmal Meeting which was held in January 1941: 


MILL ZONING SYSTEM 


The mill zoning system was reaffirmed and the mills to be 
so advised. Under this regulation the mill will ship 
standard mill brand papers on account of and to the order 
of a merchant only to points within the territorial zone 
in which the merchant is located. 

i] 
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Mil] observance of this regulation has meant that favourable conditions of 
sale, which very often involved absorption of some part of freight and 
cartage costs, were not available to recognized merchants in one territory 
when selling to customers in another. One case where this type of rrotec= 
tion governed the action taken arose in 1939. Apparently an Alberta 
customer of Mid-West, sometimes referred to in the evidence as F. W. Clarke 
& Company Limited, had started operations in Vancouver as a wholesale 
stationer. Possibly because it could not order in carload-lots, this firm 
was not able to buy direct from the mills at prices as favourable as those 
quoted two larger Vancouver competitors. 


The principal of this company, F. W. Clark, called on E, Howard 
Smith in Montreal in March 1939. Wr. Clark told if. Smith that the cheapest 
price he could get from a Vancouver merchant on Canadian No. 7 bond paper 
was $10.80 per cwt. and that he was buying imported papers at a cost of 
$9.25 per cwt. 


Mr. Garnett of llideWest had telephoned Mr. Smith that Mr. Clark ~ 
would call on him and had apparently tried to make some arrangement with 
Mr. Smith under which Mid-West could get Clark's Vancouver business. 
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In a letter written on March 20, 1939 to H. S. Ramsay, then the Howard 
Smith representative in Winnipeg, Mr. Smith said: 


ir, Garnett wanted me to make some arrangement by which 
Mid-West could sell him their Bond Paper on the Coast, but I 
told Me. Garnett quite definitely that this could not be done. 
Mr. Clarke states that while he would prefer to deal with Mid= 
West, he is quite willing to buy from any merchant who will give 
him a proper deal, but he states that he simply cannot pay the 
910.80 price on the No. 7 Bond and stay in business. 


It seems to me that the proper answer to this situation 
would be to establish an import price for 3 ton lots of No.7 
Bond on the Coast, such a price to be the Mill price in the 
East plus freight, etc. and it might be established at 8¢ to 

« However, I do not suppose our western distributors would 
look kindly on such a suggestion and as a matter of fact, Mr. 
lorne Graham recently wrote ir. Davidson in response to 
enquiries from Mr. Davidson regarding the import situation 
generally, and suggested that the Mill reduce their No. 7 Bond 
price $10.00 a ton, in which event the 3.C, merchants would 
reduce their resale to 1l¢ or $20.00 a ton reduction. 


Fersonally, I do not look at all kindly on this suggestion, 
as I feel that the B. C. Merchants are already getting an extremely 
long mark-up and I think that what they should do is reduce their 
Spreads. I imagine though that it would be a Pretty difficult 
proposition to get them to see things from thie angle. 


6 o e 
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Also on March 20, 1939 ir. Smith wrote to Gilbert Garnett and told him 
of Mr. Clark's call. In this letter i. Smith said: 


13] 

As you doubtless realize, the Vancouver situation in regard 
to Mr. Clarke's account is quite delicate. We certainly could 
not sell you paper for shipment to Vancouver much as we would 
like to co-operate with you in any Way we can. As you know, we 
have distributors on the Pacific Coast and we simply cannot ship 
goods direct from the ilill into that territory for the account 
of any merchant located in another territory. As a matter of 
fact, much as I would like to get Mr. Clarke's Vancouver business, 
at the moment I do not see just how it can be arranged, as the 
scale of mark-ups on the Pacific Coast is such as to prevent him 
from buying on the same basis as certain firms with whom he is 
in competition. I am afraid it would be a very difficult thing 
to change that set-up. 


(HS 33H) 


= 39984 


A report to E, H. Smith, written from Vancouver on April 27, 
1939 by H. S. Ramsay shows that the problem had been considered at 
meetings in Vancouver which were attended by ir. Ramsay, Mr. Pauline, 
managing director of Alliance, and Messrs. Ecclestone and Brain of 
Rolland. Mr. Ramsay said: 


"Kes? “f.° W Clarke & Co. = Your letter of April 19th. 


Mr. Pauline, ifr « Ecclestone, Mr. Brain and myself had a 
meeting with all the fine paper merchants in the Columbia 
office the early part of this week to discuss the above matter. 


When this meeting was arranged Mr. Ecclestone had not 
arrived in town. We found out that he had been delegated 
by the mills to take up this subject, so that he will give 
the mills the official report. 


Mr. Pauline and myself discussed this matter previous 
to the meeting with Mr. Graham, and he pointed out that the 
base price in Vancouver was $12.00, Winnipeg $13.00, and 
Alberta $14.00. The maximum discount in British Columbia 
was 10% on 50,000 sheets, which made the lowest price that 
the printers could purchase it at $10.80. The Prairies of 
course, have direct mill shipments at lower prices. 


lr. Graham was in favour of putting in a 50,000 sheet 
price at 15% discount. On 100,000, price at 20% discount. 
This would make the lowest price available $9.60, which he 
thought would be satisfactory. However, at the meeting, 
when greater discounts were suggested, both Mr. Kay and 
Mr. Smith took a definite stand that this was not necessary, 
and as the imports into B. C. of bonds, etc. in 1938 only 
amounted to 30 tons, possibly they have the situation pretty 
well in hand. The imports into Manitoba are 160 tons, and 
as you know, we have lower prices in Manitoba. So if the 
jobbers reduce their prices it is not likely that they would 
materially decrease imports. 


After the meeting I spoke to the various merchants and 
they have all promised to watch this situation very closely 
and if the import figures increase, to go into the matter 
further. 


it 
(HS 3=3B) 
Apparently, because the import situation was considered to be under control, 


no further action was taken and the Vancouver merchants continued to do 
business as before. 
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The story of the establishment of Smith, Davidson & Wright 
in Alberta seems to involve the application of the foregoing principle and 
not to have turned entirely upon an independent consideration by Howard 
Smith as to whether its best interest would be served by sticking to old 
customers or taking on a new one; otherwise it is difficult to explain the 
apparent anomaly whereby Howard Smith would not deliver to Smith, Davidson 
& Wright in Alberta, and would not permit it to stock standard mill brands 
there, but would permit it to sell and ship mill brands from B.C. into Alberta 
and to ship private brands from B.C. for stocking and selling in Alberta. 


Smith, Davidson & Wright had access to a wide range of Canadian 
papers insofar as its trading in B.C. was concerned and was a valuable 
account there for Howard Smith. When Smith, Davidson & Wright began to 
expand into Alberta Mid-West, which handled Howard Smith papers there 
objected strenuously to Smith, Davidson & Wright being allowed to stock 
the papers in its Edmonton warehouse, On July 3, 1936 E. H. Smith wrote 
to Mr. Hunt of Mid-West and stated that: 


" . « « I want to assure you that I fully appreciate your 
position and your desire to prevent another fine paper 
merchant from establishing himself in Alberta... 


(MID 1-1) 


Mr. Smith went on to indicate the conditions as outlined above upon which 
Howard Smith papers might be sold by Smith, Davidson & Wright in Alberta, 
including the condition that "they maintain the proper resale prices", 
Correspondence continued over the years with complaints being made by 
Mid-West that the restrictions upon Smith, Davidson & Wright were not 

being adhered to and Howard Smith affirming its position. Qn larch 16, 

1938 Mr. Hunt wrote Mr. Smith to the effect that Smith, Davidson & Wright 
had been asked to and had agreed to join the Alberta merchant group. Ir. 
Hunt assumed that Howard Smith would continue to refuse to ship paper direct 
to Smith, Davidson & Wright in Alberta "because of the fact that you already 
have representations and direct arrangements with other distributors for the 
handling of your lines in that Province" and his letter concludes: 


1} } 


It is not proposed that we adopt any further antagonistic 
attitude towards the Smith, Davidson & Wright organization, 
but we have agreed on a basis of exchange of merchandise with 
them, providing for discounts off our published price, and 
this seems altogether satisfactory to then. 


In their becoming a member of our council, they will ofcourse 
attend meetings, and will be included in any discussion of 
matters affecting the situation in the Province of Alberta. 


TT 
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Thus, the original efforts to prevent Smith, Davidson & Wright from 
becoming established in Alberta having failed, that firm was taken into 
the local arrangement where its prices and practices would be under con- 
trol and was consequently admitted to the joint stocking arrangement. 
When this investigation started, Smith, Davidson & Wright still could not 
purchase all the Howard Smith lines for direct shipment to Alberta. W. J. 
Thompson of Smith, Davidson & Wright in Calgary wrote to their Vancouver 
office on October 2, 1948 that he had discussed with W. H. aird and C. F. 
Ross of Howard Smith the matter of shipping Howard Smith lines direct to 
Calgary but did not get much satisfaction: 


We put up the argument that in the first place it was a 
farce to force us to ship merchandise from the east to Vancouver 
and reship back to Calgary... 


(SDC 1-2) 


Application of the principle referred to in the C.P.T.A. pro- 
ceedings has provided only a partial protection because a merchant located 
in, say, the Central Section of the C.P.T.A. has been free to accept orders 
from a customer in the B. C. Section if he takes delivery of the paper at 
his own warehouse and absorbs the shipping charges from there on. The extra 
expenses and difficulties involved in making sales under these conditions 
have been sufficient to make the general regulation an effective barrier 
to competition between merchants in different places. 


Three classes of buyers were included in the list the mills 
maintained of firms eligible for the loyalty discount. It was apparently 
the case that no mill would grant a buyer the privileges that went with 
being recognized as a merchant, envelope manufacturer or converter unless 
all the mills approved that the buyer's name should be added to the mills! 
loyalty discount list. Records available in evidence show that it was the 
practice for the mills to approve such an addition before it was made and 
that mere nomination by one mill was not sufficient. An example of joint 
action in this matter is the case of Emile Robitaille of Quebec. Although 
this merchant was buying only from Eddy the following appears in the 
minutes of a-Book and Writing Section meeting held on November 12, 1940: 


i 
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Approval was given to the addition to the loyalty Discount 
list of E. Robitaille, Quebec as from November lst, 1940. 


w 
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4& merchant who was named on the mills’ loyalty discount list was 
qualified to buy under conditions of sale that were available only to 
merchants. Whereas almost any really large buyer might get fine papers in 
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quantity at the base mill price, one of the privileges available to the 
merchant was that he could, in effect, get this price, less the loyalty 
discount of 5 per cent, even on smaller quantities. The advantageous 
conditions of sale applying to fine papers bought by fine paper mer- 
chants were for no lengthy period between January 1, 1935 and December ‘315 
1940 open to any buyer not on the mills! joint loyalty discount list and 
between Jamary 1, 1941 and the time that this investigation started were 
not open at any time to any buyer not named on the list. 


It has been mentioned that recognized converters and envelope 
manufacturers were eligible for the loyalty discount. The papers on 
which they might get the loyalty discount were, generally speaking, 
restricted to those suitable vor use in their particular trades and the 
range was not so wide as that for merchants. Converters and envelope 
manufacturers were put on the loyalty discount list in the same way as were 
merchants and their applications for the loyalty discount were dealt with 
in similar manner to those submitted by the merchants. Converters and 
envelope manufacturers are large users of fine papers and the advantage 
to the mills of having them covered in the loyalty discount agreement was 
Similar to the advantages with respect to the merchants. The converters 
and envelope manufacturers considered as "normally qualifying" for the 
loyalty discount were able to buy fine papers necessary to their operations 
under conditions of sale and at prices that gave them an advantage over 
any firms not so qualified. 
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IX. Symmary and Conclusions 


In the fall of 1948 an inquiry was commenced by the Commissioner 
of the Combines Investigation act to determine whether a combine existed 
in connection with the manufacture, distribution and sale of fine papers 
in Canada. The inquiry was first directed to the operations of the fine 
paper manufacturers, of which there are seven, operating in Quebec and 
Ontario, and it was later extended to the operations of the fine paper 
merchants, of whom there are about two score, operating across Canada. 


Early in the course of the inquiry some thousands of documents 
were obtained from the records of the fine paper mills and the fine paper 
merchants and from the records of the merchants! organization = the 
Canadian Paper Trade Association and related groups. The next step, 
preliminary to the formal oral hearings, was to present the parties with 
@ general outline of the activities, apparently disclosed by the documents, 
which might be held to be contrary to the Combines Investigation Act. 
Witnesses, numbering 51 in all, were then called from the milis, the mer= 
chants and from the mill and merchant associations.and they gave evidence 
running into some thirty-three hundred pages relating to the industry and 
trade generally, to distributive and pricing policies, and to the inter- 
pretation of the documents. The merchant firms from whom witnesses were 
not expressly called were invited to, send witnesses to the hearings and 
those nills and merchant firms from whom witnesses were expressly called 
were invited to send additional witnosses if they wished to do soe In all 
cases the parties were invited to bring before the Commission any evidence 
they considered relevant. During these proceedings a detailed brief of a 
statistical and analytical nature was submitted on behalf of the fine paper 
mills and was supplemented by oral evidence from the persons who prepared it. 


Following the fornal hearings the parties were presented with a 
"Statement of Commission Counsel" which was drawn up at the request of the 
Commissioner by the Counsel appointed by the Iilinister of Justice to assist 
in the investigation. This "Statement", running over 400 pages, stated the 
case against the parties as it then appeared, and was for the purpose of 
affording them an opportunity to be heard in accordance with normal Practice 
and the Inquiries Act. Most of the parties then appeared before tho 
Commissioner, in person or by counsel, and made representations as to the 
"Statement". 


The docunentary evidence consisted primarily of price lists of 
the mills and the merchants; minutes of meetings of the mills, nostly as 
nembers of the Book and Writing Section of the Canadian Pulp & Paper 
Association; minutes of meetings of the merchants, mostly as monbers of 
the Canadian Paper Trade Association or its regional sections or related 
councils; and correspondence passing among such parties or internally 
anong their officers or employees. This documentary evidence indicated 
substantially identical prices and practices among the mills, and among 
the merchants in the five different regions of the Maritimes, Quebec, 
Ontario, the Prairies (where ‘prices varied uniformly from province to 
province) and British Columbia. Such evidence also indicated discussions 
and consultations among the mills, in meetings and by correspondence, 
before identical prices were announced; the conpilation, at one stage, 
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of connon prices in a publication of the Book and Writing Section called 
the Book and Writing Schedule; agreement upon ancillary price matters 
like finishing charges and packing differentials, which were from time 

to time included in published "Trade Customs"; discussions anong the 
mills relating to customer classification and terms of sale to the 
different classes; discussions among mills and among merchants and among 
mills and nerchants leading to the adoption of common discount structures; 
discussions anong merchants, in regional meetings and by correspondence, 
upon prices and allied matters; dissemination by the secretary of the 
Canadian Foper Trade Association to the nerchants of prices which they 
adopted (the "Hodder & Moffitt Schedules"); 2rrangements in local Quebec, 
Ontario, Prairie and British Columbia merchant organizations for audits 
by such organizations to detect deviations in pricing; the existence of a 
so-called "loyalty discount" which was given by the mills, under joint 
arrangenent, to the merchants and certain other customers upon the stated 
condition that they inport no papers which the mills ordinarily made; and 
the existence of a "quantity discount" also under joint arrangement. The 
evidence also indicated a fine paper wholesale trade thet had seen con- 
paratively few new entrants during the period covered by the investigation. 


Commission Counsel argued that the documentary evidence, upon 

its face, proved that price and related agreements contrary to the Combines 
Investigation Act had been entered into among the mills, among the merchants 
and anong the nills and the nerchants, and that this was still its effect 
notwithstanding the oral evidence. The nilis, merchants and other partics 
alleged to have entered into such agreements denied that the evidence had 
this effect. Their main submissions, both in the course of the final argu 
ment and in the course of the oral evidence, are discussed in the following 


paragraphs. 
Mi. h n 


No question was raised as to the authenticity of documents but 
question was frequently raised as to the interpretation to be placed ton 
then and in some cases the construction of a docunent by a witness was at 
variance with what appeared to be literally its effect. Had the docunentary 
record been less extensive such issues might have loomed large in construing 
the evidence as a whole. No important question, however, turned upon any 
one document and no issue as to the construction of any particular docunent 
had an inportent bearing upon the inquiry as a whole. Making full allowance 
for possible ambiguities and obscurities of expression, the dccumentary 
evidence was of so extensive a nature and of so consistent a pattern as to 
leave no real question as to the neaning of the communications among the 
parties. 


Mills 


It was repeatedly denied in evidence and on the final argument 
that there had been any agreement upon uniform prices. It was conceded 
that costs, such as labour and raw material costs = some of which were 
the sane for different companies = were discussed and, arising out of 
such discussions, prices also had been discussed. It was stated that the 
price arrived at for a particular grade of paper frequently depended entirely 
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upon the nill which was pre-eminent in the manufacture of that grade. The 
interpretation placed upon the discussions varicd considerably among 
different witnesses. (ne witness, for example, gave evidence to the effect 
that he would go to a meeting with e line-up of his additional costs, which 
would be discussed at the mecting, whereupon the leading company would de~ 
cide upon its price and he would have to make up his mind whether or not 

to follow it. Another witness stated it to be his understanding that when 
cost increases occurred the mills, upon occasion, got together to discuss 
their effect and to obtain each other's opinion but there was no atmosphere 
of agreenent regarding prices, Still another witness stated that prices 
were discussed, that it would probably be taken for granted prices would 

be the same and that, on occasion, the leader in the field would be 
influenced in fixing its price by such discussions. It was generally agreed 
by the witnesses that in the result the prices when announced were the same, 


It frequently happens in an industry in which one company manu= 
factures the greater part of a particular product that the pricing policy 
of the company in respect of that product will be followed in a general 
way by the other companies in the industry without any collusion among 
them. Such a situation, however, is different both in the manner in which 
the result is arrived at and in the result itself from a situation where 
the price of the leading conpany is adopted by express or tacit understand= 
ing among the companies, In the latter situation it usually happens, as it 
did in this case, that notwithstanding the leading company may assert a pre= 
dominant influence in fixing the price, the views of the other companies 
will be considered and at times permitted to affect the outcome, As to the 
result, there is greuter possibility of independent action and of variations 
from the prices adopted in a situation where a nunber of companies follow, 
as a matter of independent policy, the prices of the leader as long as it 
is to their convenience to do so and a situation in which there is express 
or tacit agreement that the price of the leader will not be departed fron. 
Moreover, simple price leadership, when the lesser nanufacturers are merely 
adopting, for so long as it may suit them, the price of the leader, is not 
characterized by meetings and discussions among the companies before prices 
are announced, such as occurred in this case. Furthermore, the argument as 
to price leadership which was advanced chiefly in respect of book and 
coated papers has on the basis of the evidence only linited significance 
outside this field. 


A sonewhat related explanation of the relations charged as agree= 
ments was that one mill might at times make known its price intentions to 
other mills and think that it knew the intentions for the tine being of 
such other nills; and that upon those intentions not being carried out by 
a particular mill, other mills night conplain, whereupon the first nill 
would deny, explain or evade. Assuning this te be a correct interpretation 
of a relationship, it is difficult to see how it falls short of evidencing 
a tacit arrangenent,. ' 


It was also argued that the mills might, without impropriety, 
agree among themselves upon certain matters ancillary to pricing such as 
freight charges, delivery charges and finishing charges so long as there 
was no agreement upon the basic mill price. It was argued that some of 
these ancillary matters, like freight, were not being made the subject of 
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agreenent but simply of determination and that the public was entitled 
"to assume that one mill did not charge hin more freight than another" 
(Record, p. 3410); and that certain differential charges should not vary 
among the mills and did not affect the base price. This argument failed 
to show why differential charges within the control of the mills should 
not be determined by independent policy as any other component of pricing 
should be; nor did it show why the determination of proper freight charges 
should have to be a matter of agresnent. Finally, the argument advanced 
no convincing explanation as to why the mills should be interested in 
uniformity in these ancillary matters unless it was to support uniformity 
in overall prices, 


Many of the ancillary pricing natters that are referred to in 
the previous paragraph, e.g., certain finishing charges and price 
differentials related to varying paper sizes, were Published fron tine to 
tine in the "Trade Customs". after the war this publication was revised 
in order to onit references to specific price differentials and to common 
action, and from then on the differentials that were jointly agreed upon 
appeared only in individual mill price lists, the submission was to the 
effect that any agrecuent concerning Trade Custons was agreeliont merely 
as to what were proper Gustoms; that the Custons were used only as a guide. 
The evidence relating to the use of the Trade Customs, however, does not 
Permit so linited a significance to be attached to them and, having regard 
to such evidence, they must be considered as an integral part of an overall 
price arrangement. 


Although it has been unnecessary in this case to consider, upor 
an assumption that there was no agreement on base price, what ancillary 
matters could be the subject of agreement without thereby creating an 
illegal trade combination, the intrinsic importance of sone of these 
ancillary matters deserves sone comment. Charges for extre services were 
not an inconsequential iten in the cost of paper to the buyer; e.g., in 
September 1948 the Ontario buyer of one ton of white No. 7 bond paid $13.95 
per cwt. Of this amount, charges for sheeting, trinning on four sides, and 
packing in sealed protected bundles on a snall skid nade up $1.50. If the 
Paper were tinted there would have been an extra cost of 75¢. If the buyer 
wished a particular paper embossed he would pay an additional $3.25 per 
cwt. for this service, Charges for ancillary services totalling over 10 per 
cent of the selling price are clearly of great inportance to both buyer and 
seller. Moreover the evidence shows that in the post-war period when dif- 
ferential charges were fixed by agreement, the lowest charge suggested in 
discussion anong the nills was not always the one that.was mde effective. 


chartered accountants and listing imports had continued, partly as a mtter 
of custom and partly for the purpose of keeping the nills informed as to 
the volune of inports, as affecting their prices and the lines they mam- 
factured. It was emphasized that the evidence disclosed no instance in 
which this discount had ever been permanently withheld, 
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Up to the time of this investigation, applications for loyalty 
discount continued to be made through the accountant firm; each application 
was accompanied by certification that the applicant had not imported paper 
from abroad which could have been obtained in Canada and had conformed to 
all the requirements of the "Loyalty Discount Agreement"; and the lists of 
customers qualifying for the discount were still being prepared by the 
accountant firm and circulated among the mills for joint approval, ‘whatever 
may have been the mills! intention, and whether or not they might have been de- 
terred in the final analysis by doubts as to the legality of the agreement 
or otherwise, from applying the final sanction, the evidence leaves no doubt 
that they were at pains to lead their customers to believe that the arrange= 
ment continued in effect, This procedure was not abandoned until well after 
the investigation had commenced, 


It was argued that any apparent reluctance on the part of the mills 
to accept new merchant customers was simply the cumulative effect of each 


mill's state of satisfaction with the status quo and its belief that it 


was getting better distribution through the existing merchants than if it 
took on new, untried ones and thereby antagonized old and proven ones, 
Quite obviously a manufacturer may frequently be guided, in his individual 
policy, by such a consideration, and such considerations no doubt did weigh 
quite heavily upon the decisions of the mills, It is extremely unlikely 
though that the cumulative effect of such individual policies alone could 
have produced the rigidity that existed in the wholesale fine paper trade. 
Furthermore, the other facts indicate clearly that it was not solely a 
ne of individual policy but contained also strong elements of common 
policy. 


Merchants 


It was argued on behalf of the merchants that the preparation of 
the Hodder & Moffitt Schedules by that firm involved no agreement among the 
merchants upon common prices but was simply a clerical function of apply- 
ing to mill prices a series of mark-ups which had grown up by the custom 
of the trade, In other words this argument proceeded somewhat upon the 
following lines: the mills in fact have similar prices for similar lines 
of paper; the merchants by the custom of the trade and not by collusion: 
apply the same markeups; all that is left to be done in arriving at merchants! 
prices is to apply the mark-ups to the mill prices; this operation is 
clerical though somewhat complicated and it is to everyone's advantage and 
convenience that it be performed once and for all by competent accountants 
rather than be worked out individually by each merchant, ‘then the Hodder & 
Moffitt Schedule system is regarded against the background of the meetings 
and discussions that took place and the audit system that accompanied it, 
it cannot reasonably be explained upon the basis suggested. It was also 
argued that the common mark-up schedules affected but a small proportion 
of the whole trade in fine papers. They did, however, affect all the 
papers which moved through the fine papex merchants! warehouses and were 
sold in less than direct mill shipment quantities. Further than this, the 
Hodder & Moffitt Schedules also included prices and conditions of sale for 
direct mill shipments on orders of the merchants and, while these were 
mill prices, they related to the price structures which were a matter of 
arrangement between mills and merchants, 
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As to the audit systems in the Ontario and Quebec groups, it was 
contended by certain witnesses that these were merely collective schemes 
of individual audits, the only purpose of which was to obtain competent 
auditing services for each merchant upon economical terms. The evidence 
that is referred to in Chapter VII of this report indicates clearly that 
this was not the real purpose of the audit; that the real purpose was not 
nerely to check the accounting errors of an individual firm but to disclose 
deviations from agreed prices and lay them open to examination and censure, 


Conclusions 


After careful consideration it would not appear that the expla- 
nations and arguments by and on behalf of the parties alter the inferences 
that are to be drawn from the clear words of the documents; and in nany 
respects, of course, the oral evidence supports rather than contradicts 
such inferences. For example, at least one mill witness stated that agree= 
ments were made upon certain price differentials, though not upon basic 
prices. Another nill witness stated, in respect of a more or less typical 
price discussion, that as a result thereof it was his understanding that 
the other party would adopt the prices mentioned and he thought the other 
party understood that the witness would adopt them also. The secretary 
of the merchants' association stated that one purpose of the Ontario section 
audit was "a certain amount of the feeling of stability . .. in the market'; 
and a British Columbia merchant stated it to be his understanding that the 
prices established by the British Columbia nerchants "were supposed to be 
adhered to", The evidence, docunentary and oral, establishes the following 
picture. 


The seven fine paper mills in Canada manufacture in different 
proportions the lines known in the industry and trade as "fine papers" 
including principally book papers for the printing of books and magazines 
other than newspapers; bond, ledger and writing papers for use with machine, 
pen or pencil in the office and in the home; and miscellaneous papers like 
index card, cover and blotting papers. The most complete range is made by 
Howard Smith, particularly if the subsidiary companies ~ Canada Paper, 
Alliance and Don Valley - are considered along with the principal company, 
Not all lines are made by every mill. Provincial is pre-eminent in the * 
manufacture of book and coated papers; Rolland and Howard Smith share the 
leading position in the manufacture of certain fine writing grades; while 
Eddy is a large producer of sulphite grades of writing paper, Within the 
grades with which this report is concerned, Alliance specializes in the 
production of coated papers, Don Valley's production falls nostly in 
miscellaneous lines and that of Canada Paper chiefly in groundwood lines. 
The fine paper mills sell direct to certain classes of dJarge users such as 
publishers, converters, envelope manufacturers and Jarge commercial printers. 
To other users, including the smaller operators in the categories mentioned, 
fine papers are distributed through the fine paper merchants. The mer- 
chants' field, while overlapping that of the nills, is a distinct section 
of the trade, accounting for the distribution of about 40 per cent, by 
value, of fine papers used in Canada. 


The fine paper mills, except Canada Paper in recent years, have 
been associated in the Book and Writing Section of the Canadian Pulp and 
Paper Association but of late years their activities here under review 
tended to be carried on in formal dissociation fron that organization. 
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The mills have entered into and, when this inquiry began, they 
operated under, arrangements designed to eliminate ar lessen competition 
in the distribution and sale of their principal lines of fine papers. 
These arrangetients took the form, in part, of agreed uniform prices and, 
in the case of certain large individual accounts, agreement to respect 
each other's customers or, in some cases, not to solicit another's cus- 
tomer on a price competition basis. Such arrangements, of many years 
existence, were maintained by understandings arrived at in meetings, by 
correspondence and in conversations. During part of the period under 
review many of the common prices were contained in a joint publication 
called ths Book and Writing Schedule. Ancillary price agreements relating 
to freight and to differential charges for such things as trimming and 
colours, which were necessary to support the main agreenents, were made 
in similar manner. From tine to time the nills made a general review 
of their price structures and put into effect new systems of list prices 
and discounts. 


Such general revision was sometimes made in collaboration with 
the merchants, Among other things, the mills and the merchants in some 
cases sold to the same class of customer. Thus in a typical nill price 
structure the prices shown for sales direct by the mill to certain large 
consumer accounts would be in fact the same prices at which nerchants 
would sell such accounts if they chose to order through a merchant. 


The number of firms engaged in the wholesale fine paper trade 
has shown little change over many years. Such trade is almost exclusively 
in the hands of the members of the Canadian Paper Trade Association. Such 
nembership comprised 36 in 1950 if affiliates are counted, and otherwise 
29. Between 1935 and 1941, three new members were adnitted to this 
association, and, between the latter date and the commencement of this 
investigation, no new members. Of the three now nenbers mentioned, two 
were affected by circunstances related to a change of nerchandising 
policy on the part of one of the leading nills. That part of the wholesale 
trade which was not embraced by the Canadian Paper Trade Association con= 
prised a handful of merchants, the principals in which were unsuccessful 
in gaining nembership, and the remainder of which have not played any 
Jarge part in the trade. 


Within local sections of the Canadian Paper Trade Association 
and related councils the merchants agreed upon common prices and other 
conditions of sule. These connmon prices, or the bases upon which they 
were arrived at, were calculated by the secretary of the Canadian Poper 
Trade Association, for the Waritine, Quebec, Ontario and Prairie groups, 
by applying agreed mark-ups to nill prices. In the British Colunbia 
group they were disseninated through the Fine Paper Division of the Paper 
Distributors Council. The agreements among the nerchants were established 
and maintained through correspondence and at meetings held in Toronto where 
the firm of Hodder & ifoffitt (a member of whom was secretary of the Canadian 
Paper Trade Association) was principally established and in Montreal and 
Winnipeg where it had branches, and in Vancouver and from time to tine at 
centres other than Winnipeg in the Prairie Provinces. Under the arrange- 
nents in effect in the Quebec and Ontario territories the books of most of 
the merchants were regularly audited by Hodder & Moffitt for the purpose 
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of detecting deviations from agreed prices and in the Prairies and British 
Columbia they were subject to audit for the sane purpose. 


The arrangenents anong the mills and the arrangements anong the 
merchants had many points of contact and ade up an integrated and comion 
systen. Representatives of both groups sonetines came together at annual 
meetings, usually of the Canadian Paper Trade Association, and relations 
were also carried on through the medium of the merchants! Millis Relation 
Committees and to no little extent through the medium of the secretary of 
the Canadian Paper Trade Association. By such means the mills and ner- 
chants discussed and adopted pricing structures through which connon prices 
and practices could be implemented. The strongest bond of mutual interest 
was that, to the greatest degree possible, only the merchants should deal 
at wholesale in the mills! papers and the uerchants should handle only the 
nills' papers. The mills on their side resisted the recognition of new 
nerchants (while the established nerchants denied then the advantage of 
certain stock-sharing privileges) and the merchants on their side mutually 
discouraged and largely refrained from the inportation of foreign papers. 
Another strong bond was the stabilization of prices which to the merchants 
neant assured margins and to the nills a satisfied wholesaling trade that 
seldom came back upon the mills for better prices. 


This outually satisfactory arrangement found a neasure of forual 
expression in the so-called "loyalty discount agreement" which is fully 
described in Chapters IV and VIII and which neant, in brief, that the 
mills gave a 5 per cent discount to nerchants, converters and envelope 
manufacturers on certain lines of papers upon certification of such 
custoners that they had imported no papers of a class ordinarily manu- 
factured by the mills. Whether or not the mills ever intended to deprive 
a merchant permanently of this discount, they clearly gave the nerchants 
to understand that they could inport only subject to such danger. The 
arrangenent thereby achieved its purpose even though the nills may never 
have applied the final sanction. 


Besides the co-operation among the merchants that existed in 
each regional group, certain measures of co-operation existed between 
groups by way of the merchants in one group respecting the prices of 
another group; and certain co-operation for the sane purpose existed 
between the groups and the mills, whereby the nills refused to accept 
orders fron a merchant in one territory for a direct nill shipment to 
be delivered to a consumer in another territory. 


That being the general nature of the nills-nerchants arrange= 
nents, it remains to examine a nunber cf argunents to the effect that, 
even Were arrangements found to exist, they were not of such a character 
as to come within the prohibitions of the Conbines Investigation Act. 


The Act, for present purposes, forbids a combination that has 
or is designed to have the effect of liniting facilities for dealing in, 
or fixing a connon price or a resale price of, or enhancing the price of, 
or Preventing or lessening competition in, or substantially controlling 
the supply or sale of, or otherwise restraining or injuring trade or 
commerce in, any connodity, and which combination has operated or is 
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likely to operate to the detriment or against the interest of the public, 
whether consumers, producers or others. The argunents now under considera=- 
tion were to the effect that even if arrangements are found to exist and 
to have one or more of the effects first above mentioned, they do not, 

for the reasons assigned, meet the final and governing requirenent that 
they be to the detriment of the public. Before exanining these argunents 
it is appropriate to remark that the arrangenents do have, in varying 
degrees, all the other effects enumerated above, 


One argunent advanced on behalf of the mills refers to the 
loyalty discount agreement. It was submitted that if the loyalty discount 
had, in the early years, been of the nature ascribed to it by some of the 
docunents, it could be justified for the part it had played in building up 
the fine paper industry in Canada. Because of foreign tariff policies, 
Canadian nanufacturers had to depend largely upon the domestic market; 
this neant a comparatively few machines making many lines and denied the 
industry the economies of long machine runs on individual grades, colours 
and weights. The loyalty discount had enabled the Canadian industry to 
become established in the face of these odds, to the lasting advantage, 
not only of the industry but of the public generally. 


Goviously, however, this was a tariff and a legislative function 
and not one for private control, and this must be the disposing considera=- 
tion. It nay be added, however, that it is difficult to appraise the value 
of the arguucnt that Canadian mills face difficulties because they sell in 
a small market. This arguient might have different values in different 
times and for different grades of paper. It is true that the domestic 
market in the United States is much larger than in Canada, the populations 
being in the approximate ratio of eleven to one; and that the production 
in the United States of the fine papers concerned in this report appears 
to have been roughly seventeen times greater than in Canada. It also 
appears to be true, however, that a much higher proportion of United States 
production than Canadian production is in book papers, which night be 
expected in view of the size and extent and frequency of circulation of 
the leading periodicals; and, in an article in The Paper Industry of June 
1952, it is reported that there are 214 fine paper mills in the United 
States. An appraisal of the comparative advantages of Canadian and United 
States manufacturers in respect of long machine runs weuld obviously 
require a closer exanination into the degrees of specialization practised 
by the United States nills than is within the province of this inquiry. 

In Canada, in the post-war years, no one of the seven Canadian coupanies 
nade all the various fine paper grades; for some grades there was only 
one naker, for others only two, for others three and for few were there 
nore than four. 


It seems probable that, having regard to the development of 
the Canadian industry and the growth of the Canadian market, the handi- 
caps which the fine paper mills once faced have now iargely disappeared, 
particularly in respect of the main grades of fine paper. Since 1920 the 
Canadian per capita consumption of fine papers has nore than doubled, the 
population has increased by almost 60 per cent and the nunber of manu- 
facturers per grade has, if anything, tended to decrease. 
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The argument that the loyalty discount was used to build up a 
strong Canadian industry is an appealing one. It loses appeal upon a 
recognition of the fact that the existing tariff was the measure of pro- 
tection which Parliament determined the industry should have. It loses 
appeal also upon a recognition of the fact that to the extent the argument 
could be of value, it would have to assume that the Canadian consumer was 
paying, at the instance of the industry, the extra protection which the 
system afforded against imports. It becomes even less appealing against 
the background of certain of its incidences: for example, the position 
of certain merchants who, small as the entire group was, were refused the 
privilege of buying a full line of Canadian papers, and at least one of 
whom was threatened, if he sought to import the deficiency, with a loss 
of the loyalty discount, even upon those papers which he could buy in 
Canada. 


It was argued on behalf of Provincial that its arrangements 
with merchants were somewhat different from those of the other mills 
because it did not give all its lines to any merchant who wanted them 
and in fact gave only one or two merchants in any one centre those of 
its papers of grades that were made by other mills. Although Provincial 
may have restricted the distribution of its papers to a slightly smaller 
number of merchants than did some of the other mills » its behaviour in 
this regard does not seem to have been different in any essential respect 
from that of the other mills. 


It was argued that Provincial had never been a party to any 
agreement on its base prices, i.e., published prices before addition of 
charges for finishing, cutting, packing, shipment, etc.; and that 
Frovincial did a large part of its business on a direct mill=consumer 
basis in which no merchant participated, at prices below base prices; and 
& review of Provincial's internal price schedules indicates that a sub- 
stantial part of Provincial's business may have been on this basis. 
Frovincial, pre-eminent as it was in the book paper field, had a special 
interest in publishers! business and was faced from time to time with 
potential competition from imported papers. The prices it quoted on 
Some such occasions were less than base prices and the actual prices 
Were probably not known at all times to the other mills. The evidence 
indicates, however, a considerable exchange of information among the 
mills relating to customers and prices with the understanding that a 
Special price offered by a mill to one of its Special accounts would 
261 be underquoted by another mill which was interested in the same 

iness. 


It was argued, as it is frequently argued in the course of 
investigations under the Act » that the prices charged by the parties were 
"reasonable" prices » 80 that, if arrangements were found te exist they 
would nevertheless not meet the requirement of involving detriment to the 
Public, This argument ignores the fact that, in interpreting the Act and 
the corresponding provisions of the Criminal Code the courts have declared 
that the public is entitled to have prices regulated by open competition 
among the parties and that it is neither desirable nor possible to maintain 
that day-to-day surveillance of industry which would have to be maintained 
if the validity of arrangements were to be measured by "reasonableness" of 
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the prices fixed by the parties. This is sufficient to dispose of the 
argument but a further observation may be in order. It is apparent that, 
if the “reasonableness" of prices were to be the test, standards of 
“reasonableness" would have to be set up. "Reasonableness", if established, 
would have to be established in relation to other factors of the industry 
such as efficiency, wages, dividends, reserves, executives! salaries, etc, 
In short, as has been pointed out in other reports, an invitation to pass 
upon the "reasonableness" of prices, is an invitation to regulate and it 
is the policy of the Act to avoid regulation and to leave the determina- 
tion of prices to competition among the parties. Moreover, the diffi- 
culties of naking any attempt to pass upon "reasonableness" of prices, 
having regard to the changing conditions of the industry and trade and 
the varying circumstances of individual manufacturers and merchants, under 
which the arrangements have operated, are evident in the present case. 


It was further argued that prices in the fine paper industry 
had, in the de-control period, met the requests of public authority that 
any price increase in the period should be moderate. Certain graphical 
material was submitted as showing that price increases made over the 
years had not been sufficient to preserve, as of 1949, the relative profit 
position cn fine papers as compared with other paper products, that had 
existed in 1945. Similar material was submitted as demonstrating that 
fine paper prices were such that when reduced to index form, increases 
in prices of fine papers, as a group, were proportionately lower than 
increases in prices since 1939 for consumer goods generally, lower pro= 
portionately than increases in weekly earnings, and lower proportiomtely 
than the costs of the four principal raw materials entering into the pro= 
duction of paper. Even if one were to embark upon a study of the 
"reasonableness" of particular prices, generalizations of this kind would 
be of little aelp. The factors entering into consumer prices differ so 
from one manufacturer to another, and in different branches of the sane 
industry, and from industry to industry, that without full knowledge of 
all the factors having a bearing upon price, such as changes in efficiency, 
in level of output, in market demand, in costs of materials and their 
utilization, useful comparisons could not be made. Moreover, in order to 
assess the price trend from the final price position, it is necessary to 
know whether such prices commenced from a depressed, a normal or an 
enhanced level at the beginning of the period under review. It is of sone 
significance that the fine paper prices established early in 1948 held 
steady in the last half of 1948, all of 1949 and the first part of 1950 
when the prices in other countries were falling. 


A sinilar argument as to "reasonableness" of prices was raised 
in the case of the merchants and directed to their mark-ups and the answer 
to the argument lies on similar lines as in the case of the mills. It may 
be added by way of further comment however, that by and large the merchants? 
comuon rates of mark-up stood steady in good times as in bad. They stood 
almost steady throughout periods in which the total amount of business 
done by the merchants increased greatly and during periods in which the 
cost of paper upon which the mark-ups applied also increased greatly 
without necessarily involving a corresponding increase in the merchants! 
costs of doing business. It was argued on behalf of certain nerchants 
that their percentages of gross profits had decreased in recent years. 
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In the case, however, of three Toronto merchants on whose behalf the 
argument was specifically advanced, net profits after taxes for the threee 
year period 1946, 1947, 1948 as compared with the three-year period 1937, 
1938, 1939 increased by approximately 28 tines, 48 times and 5 tines 
respectively, and in no case did any such firm fail to make a net profit 
for any one year's operations. This does not necessarily indicate that 
the prefits were excessive. It does indicate the inadequacy of the 
criterion suggested for measuring the "reasonableness" of pices. 


lest the reader take the impression that the system described 
in the foregoing pages elininated all competition anong the mills and the 
nerchants and found them always in accord in the imposing of agreed prices 
upon the public, a note of warning is desirable. Within the systen, each 
of the parties was generally seeking to improve his individual position 
and this involved considerable temptation to gain an advantage by departing 
from the arrangements. This temptation was not always resisted. Among the 
merchants, particularly, there were several whom it was difficult and not 
always possible to keep in line. Me mill described certain instances of 
what the documentary evidence indicated to be co-operation as "evasive 
action" by which was apparently meant a policy of pretending coliuboration 
while actually taking an independent course. In the case of the nills, 
no limitations on production (as distinguished from specifications for 
certain lines) or limitations on innovations are disclosed, Provincial, 
in fact, had obtained and was employing, the right to manufacture under 
patent a new type of coated book paper which was causing very considerable 
displacement of the existing lines. In the case of the nerchants there 
were from tine to tine withdrawals from and returns to, the sectional 
groups, although such withdrawals entailed no breaks with the underlying 
arrangements. Developnents, deviations and defections never reached the 
stage, however, of seriously endangering the overall arrangenents or 
impairing the control which the mills and merchants exercised over the 
industry and trade. 


Neither these deviations nor any competition that remained in 
price, product, salesmanship or service can be said to save the arrange= 
nents from the conclusion that they lessened competition to a degree 
detrimental to the public. The courts have, from time to time, declared 
that the combines legislation wag enacted for the protection of the public 
interest in free competition; that conpetition is to be allowed to regulate 
prices; and that the question whether an arrangement prevents or lessens 
competition to a degree that is detrimental to the public is one of fact 
depending on the perticular case. In a recent case under section 498 of 
the Criminal Code~ the Court said: 


"One thing clearly established by the evidence and to be 
Placed in the foreground is that some of the nain elements 
of free competition in the manufacture and sale of bread and 
bakery products, wholesale and retail, in the three provinces 
with which we are concerned are (a) price = including a 


eetoenietigeetn et ee ume 
vac Ve l&Gavin Bakeries Limited et al (1951) 3 W.W.R. (N.S.) 289. 


~ 411 - 


willingness to be satisfied with a lesser profit; (b) quality 
or value; (¢) service; and (@) salesmanship, and these elements 
in turn can readily be divided again into a nunber of sub- 
elements. This no doubt applies to nany, if not all, industries 
in Canada and elsewhere. I am satisfied that in the baking 
industry in these three provinces, of the elements mentioned, 
price transcends all the others combined. Without genuine and 
active conpetition in price in trade or commerce, with each 
corporation or firm setting its own price based upon the 
efficiency of its operations and in the exercise of its inde=- 
pendent judgnent, together with a recognition of the public 
right, the other elements wilt, become of negligible value 

and tend to disappear altogether. .. 


Despite the differences between the circumstances of that case and the 
present case, these words appear to be of direct application to the 
arrangenents under review. 


It was argued that, even if the record proved that competition 
had been lessened, it failed to indicate that any detriment to the public 
had resulted from such lessening. The courts have indicated, however, 
that the existence of detriment is related to the degree to which and the 
area over which competition has been lessened and that it is always a 
question of fact as to whether in a particular case such degree has been 
reached. Having regard to the degree to which the arrangements here in 
question both tended to and did lessen competition, and the area of the 
industry and trade over which they extended, it is clear that such 
arrangements have deprived the public of the benefits of competition to 
such an extent as to be detrimental to the public. 


& considerable number of other submissions were made in the 
course of the inquiry but they do not bear so directly upon the issues 
involved as do the foregoing and it does not appear to be necessary to 
review them in detail. In many cases they constituted subsidiary aspects 
of the main arguments. They are not, however, to be taken as overlooked, 


As the statistics given in Chapter II indicate, the seven 
companies engaged in the manufacture of fine papers varied considerably 
in size and in volume of their production of fine papers. The documentary 
evidence indicates also that they participated in differing degrees in the 
joint arrangements that have been described. It may be said that Howard 
Snith, Eddy, Provincial and Rolland played the greatest part in the 
formulation of common policies. Alliance, Don Valley and Canada Paper, 
whose output was both much smaller, over the whole field, than that of 
the other companies and tended on the average to be more specialized, 
played a relatively snaller part in the making of arrangenents. It will 
have been apparent fron the documentary evidence that has been cited that 
this is so. The three last-mentioned companies nevertheless did play a 
significant, even though a relatively less important, part in the arrange- 
nents under review. They were all parties to the loyalty and quantity 
discount arrangements, and the documentary evidence, of which illustrations 
have been cited in the foregoing chapters, indicates that the common prices 
they shared with the other companies were the result of participation in 
the general scheme. 


As in the case of the mills, so also in the case of the 
merchants, the parties differed considerably in degree of importance 
and participation. Such participation ranged from the very active to 
the comparatively passive. All merchants who at the time this inquiry 
commenced were members of the C.P.T.A. however, gave general support 
to the merchant arrangements. 


Having then reviewed carefully all the evidence and the 
representations made by and on behalf of the parties, I am of the 
opinion that a combine or combines within the meaning of the Combines 
Investigation Act existed when this investigation began in the fall of 
1948 and thereafter in connection with the manufacture, distribution 
and sale of fine papers in Canada and that the following were parties 
or privy to or knowingly assisted in the operation thereof: 


Alliance Paper Mills Limited 
Canada Paper Company 

Don Valley Paper Co. limited 

The E. B. Eddy Company 

Howard Smith Paper Mills, Limited 
Provincial Paper, limited 

Rolland Paper Company Limited 
Barber-Ellis of Canada, Limited 
Barber-Ellis of Montreal, Limited 
Barber-Ellis of Winnipeg, Limited 
Barber-Ellis of Regina, Limited 
Barber-Ellis of Alberta, limited 
Barber-Ellis of Vancouver, limited 
Barber-Ellis, Maritime, Limited 
The Barkwell Paper Co. 

The Brown Brothers, Limited 
Buntin, Gillies & Company Limited 
Buntin Reid Paper Company Limited 
Canada Paper "Wholesale" Limited 
Clark Brothers and Company Limited 
Coast Paper Limited 

Columbia Paper Company Limited 

W,. V. Dawson Limited 

Federal Paper Company Limited 
Fine Papers (London) Limited 

Fine Papers Limited 

W. J. Gage and Company Limited 
The Fred W. Halls Paper Company Limited 
T. Havill Paper Company 

Hillier Paper Limited 

Kruger Paper Company Limited 

IT. B. Little Papers Limited 
McFarlane Son & Hodgson (Limited) . 
Mid-West Paper limited 

John Neville Paper Company 
Fhillips Paper Co. Itd. 

Te Compagnie J. B. Rolland & Fils 
Schofield Paper Company, Limited 
Smith, Davidson & Wright, Limited 
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Le-P. Turgeon & Fils 

United Paper Mills Limited 

Whyte-Hooke Papers Limited | 

The Wilson-Munroe Company limited 

Hodder & Moffitt, Trade Association Secretaries 


It seems desirable to make some comment on the tariff situation. 
The development and operation of the restrictive arrangements described in 
this report have been facilitated by the rates of customs duties applying 
on imported papers, particularly in the case of papers imported for resale, 
In the case of paper used for periodical publications, the rates of duty 
for a considerable period have been substantially reduced by reason of the 
drawback provisions described in Chapter I, and, since June 1951, uncoated 
and coated book papers for use for this purpose have been free of duty 
under the Most-Favoured-Nation Tariff. The restrictive arrangements have 
been least apparent in this class of business, and, at the same time, the 
Canadian mills appear to have been successful in holding the trade of 
Canadian publishers. Certain price statistics were submitted on behalf 
of the fine paper mills as showing that the gap between Canadian and 
United States domestic prices, each in their own currency, had steadily 
narrowed in the period from 1946 to 1950 so that, in September of the 
latter year, the cost to a Canadian buyer of three of the four grades 
selected as a basis of comparison was lower than the cost of the comparable 
grade to a United States buyer. Notwithstanding these statistics, however, 
it would not appear that United States prices and Canadian prices have come 
into such a long-term relationship that the Canadian market would be 
unaffected by increased competition from United States sources arising out 
of a modification of the existing tariff. It would appear likely that a 
modification of the tariff would have a substantial tendency toward the 
restoration of freedom of opportunity for entry into the wholesale fine 
paper trade, which has hitherto been so closely restricted, and would 
assist generally in the restoration of competition throughout the industry 
and trade. The immediate effects on prices might va-y among the different 
classes of paper and different geographical areas in Canada. The widening 
of the opportunities for consumers and traders to turn to alternative 
sources of supply would establish a public safeguard and weaken tendencies 
toward restrictive practices. It has not been one of the functions of the 
Combines Investigation Commission to make specific recommendations in 
respect of rates of tariffs, and, in the present case, the attention of 
the parties was, therefore, not directed expressly to the question as to 
whether tariff action should be recommended. In the circumstances, it 
would not be warranted to do more than suggest that modification of the 
rates of tariff be carefully considered, and it is suggested accordingly. 


T. D. MacDonald 


Commissioner 
Combines Investigation Act 
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AFPENDIX I 


LIST OF PAPERS INCLUDED Ii] CLASSIFICATIONS USED BY THE 
’ CANADIAN PULP AND PAPER ASSOCIATION 


GROUND OOD, FRINTING AND SPECIALTY FAPERS 


(Containing more than 50% Groundwood) 


Hanging 

Catalogue and Directory 

Novel News and News Tablet 
Poster and Railroad Manilla 
Box Lining and Covering 
Printing 

Rotogravure 

“riting, Mimeograph and Tablet 
Bulking Book and Drawing 
Continuous Form and Sales Book 
Coating and Carbonizing 
Machine Coated 

Flain and Super 

Other Groundwood Papers 


BOOK PAPER - (including printing paper with 
50% or less groundwood ) 


GENERAL FRINTING 

Plain and Super - Free groundwood 

Plain and Super - Containing groundwood 
Machine Coated - Free groundwood 
Machine Coated - Containing groundwood 
Label, iiusic, Poster and Wraps 

Text 

Bulking Book 

Rotograyure 


CONVERTING PAPERS 


Body Stock for Coated Book - Free from groundwood 
Body Stock for Coated Book - Containing groundwood 
Other Converting Book and Printing Papers 
Lithograph 

Offset 

Bible Paper and Imitation Bible 

Other Book Paper 


FINz PAPERS 


WRITING PAPER 

Rag Content 
Bonds and Writing 
Ledgers 
Manifold 
Papeterie and Weddings 
Base Stock for Safety Cheque 
Other Rag Content 
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FIN: PAPERS (Continued) 


Sulphite Writing 

Envelope including Manilla Envelope 

Exercise Book, Adding Machine and other 
business machine papers 

Bonds, “Iritine, Ledgers and Manillas (including 
Register, Sales Book and Fanform) 

Manifold 

lilmeograph 

Papeterie 

Base Stock for Safety Cheque 

Other Sulphite 


OTHER FINE PAPERS 

REPROLUCTION PAPER 
Blueprint 
Fhotographic and other Sensitizing Stock 
Base Stock and Check Paper 


MISCELLANEOUS FINu: PAPERS 


Blotting 
Filter 
Matrix Paper and Board 
Vulcanized Fibre Stock 
Other Absorbent Paper 
Sulphite Converting Paper including cup paper 
Cover Paper 
Bristols 
Index 
Printing (mill) 
Uncoated Postcard 
Bogus Bristol 
Other Bristols 
Blanks (uncoated) 


COATED 
Paper Coated 2 Sides 


Paper Coated 1 Side 
Miscellaneous - including all coated boards. 
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CANADIAN PAPER TRADE ASSOC IAT ION 
BY-LAWS 


(Revised to January 25, 1940) 


Article I - NAME 


The Name of the Association shall be: 


"CANADIAN PAPER TRADE ASSOCIATION" 


Article II - PURPOSE 


The purpose of the Association shall be to foster and promote the best 
interests of the paper trade, 


Article III - MEMBERSHIP 


(1) A Fine Paper Dealer or Merchant is defined as follows: 


A Corporation, Firm or Individual, whose principal 
business is selling for resale or processing, and 
qarrying a general stock of the various grades of 
stock sizes and weights of Fine Papers, Cardboards, 
Envelopes, etc., from which any quantity, large or 
small, can and will be sold, 


(2) Applications for membership shali be made to the Secretary, and 


shall be referred to the territorial section, whose action 
thereon shall be final, 


Article IV - SECTIONS 


(1) There shall be four sections of the Association to be known as: 


MAR IT IME ~- Nova Scotia and New Brunswick; 
CENTRAL ~ Quebec and Ontario; 
PRAREIE - Manitoba, Saskatchewan and Alberta; 


BRITISH COLUMBIA - British Columbia. 


(2) Each Section shall elect a chairman, who shall be a@ member of the 
Executive Council of the Association as provided by Article VI 
Section (1), 
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BY-LAWS 


Article V_- OFFICERS 


(1) 


(2) 


(3) 


(4) 


(5) 


(6) 


The officers of the Association shall be a President, a 
Vice-President, and a Treasurer. A Secretary shall be 
appointed as provided by Article VI Section (7). 


The officers of the Association shall be nominated by the 
Executive Council and elected by the Association at the annual 
mecting to serve through the next annual meeting or until their 
successors are elected and installed. All elections shall be 
by ballot. ‘ 


It shall be the duty of the President to preside at all meetings 
of the Association and of the Executive Council. He shall 
exercise 4 general supervision over the affairs of the Assoc- 
iation, subject to the Executive Council, He shall perform 
such other and customary duties as are incident to the office 
of President, 


The Vice-President shall, in the case of the disability or 
absence of the Fresident, discharge the duties pertaining to 
the office of President. 


The Treasurer shall have charge of the funds of the Association 
and shall sign, with the Secretary, all cheques for disburse- 
ment of the same. He shall prepare and present to annual 
meetings of the Association a report of receipts and expendi- 
tures of the Association since the last annual meeting, In 

the absence of the Treasurer or Secretary, the President shall 
sign, with either of them, cheques for disbursement of funds, 


The President shall, at the anmal meeting, nominate the 
representative of two members of the Association to act as 
Auditors for the ensuing year. 


VI - EXECUTIVE COUNC IL 


(1) 


(2) 


(3) 


The Executive Council shall consist of the officers of the 
Association together with the Chairman of each of the four 
Sections of the Association and the Chairman of the Mills 
Relation Committee. The retiring President shall be a member 
of the Executive for one year following his retirement from 
office. 


The Executive Council shall have general charge and control 
of the affairs of the Association, 


The Executive Council shall meet upon the call of the President, 
or, in his absence, the Vice-President, at such time and place 
as he may designate. 
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Article VI - EX#CUTIVE COUNCIL (continued) 


(4) The Executive Council may vote by mail upon any matter 
affecting the affairs of the Association and within the 
jurisdiction of the Council, with the same force and effect 
as if taken at a meeting of the said Council. 


(5) Such members of the Executive Council, who shall be present 
at any annual meeting of the Association, shall act as a 
Committee on Nominations with respect to the election of 
officers and liills Relation Committee, and shall bring in 
recommendations to the annual meeting. 


(6) The Executive Council shall have the power to fill any 
vacancy which may occur among the officers of the 
Association, 


(7) The Executive Council Shall have power to provide accommo-~ 
dations for headquarters and to employ a secretary and such 
other clerical force as it may find necessary and expedient. 


(8) Four members present at any meeting of the Executive Council 
shall constitute a quorum. 


Article VII - SECRETARY 
ce eS AL 


It shall be the duty of the Secretary to keep a record of the pro-= 
ceedings of the Association at its meetings; to keep a correct 

roll of the members of the Association; to conduct all correspondences 
and to perform such other duties as the Executive Council may direct, 


Article VIII - COMMITTERS 
met Cl Nett = COMMITTERS 
(1) The Mills Relation Committee shall consist of three members, 


The members of this Committee shall be nominated by the 
Executive Council and elected by the Association at the annual 
meeting to serve through the next annual meeting or until 
their successors are elected. All elections shal) be by 
ballot, 


The Committee shall elect a Chairman from among its members, 


It shall have charge of all negotiations with respect to 
matters of mutual interest as between the Mills and this 
Association, unless, at some general meeting, special 
committees are appointed to deal with any specific matters. 
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BY-LAWS 


Article VIII - COMMITTEES (continued) 


(2) The Advisory Committee shall consist of four members, two 


of whom shall be the representatives comprising the Mill. 
Relation Committee, 


The members of this Committee shall be nominated by the 
Executive Council and elected by the Association at the 
annual meeting to serve through the next annual meeting or 
until their successors are elected, All elections shall be 
by ballot. 


The Committee shall receive, consider and offer recommendat- 
ions on questions of principle or policy affecting the 
Association or any Section thereo*; it shall bring to the 
Association or any Section questions or conditions deemed to 
warrant attention or action, 


icle IX - MEETINGS 


(1) 


(2) 


(3) 


(4) 


(5) 


(6) 


The annual meetings of the Association shall be held at such 
time and place as may be fixed by the Executive Council, 


Special general meetings shall be held at such tires and 
places as the Executive Council may determine or by resolution 
of the Association at any meeting, 


A special general meeting of the Association shall be competent 
to deal with any matter affecting the affairs of the Association. 


In the event of any circumstance arising which, in the opinion 
of the Executive Council, constitutes an emergency, whether 
such circumstance relates to any matter dealt with by a previous 
general meeting or otherwise, the facts shall be placed before 
the various sections by the Secretary, and the decision of the 
Sections respecting such circumstances shall be adopted by the 
Association, but only if the decision of the Sections is 
unanimous, 


Notices calling the annual or any special general mecting may 
be sent to the members by mail or telegraph, and mst be for- 
warded in such time as to enable it to reach all the members 
of the Association at least eight (8) days prior to the da 

of such meeting, - 


Fifty per centum of the membership of the Association shall 
constitute a quorum at any general meeting of the Association, 


ticle X = VOTING 


Each person, co-partnership or corporation being a member of this 
Association, carrying on a distinct business, shall be entitled 

in all matters requiring the action of the Association, to one vote, 
and only one vote, irrespective of the number of branches which such 
member shall have in operation, which power to vote may be delegated 
by a written proxy. 


Article XI - DUES 


Each member of the Association shall pay an annual fee, the rate and 
basis of assessment to be determined by the Executive Council from 
time to time, 


Article XII - AMENDMENT 


These By-Laws may be amended at any general meeting of the Association 
or by a two-thirds vote of the Executive Council; any amendment made 
by the Executive Council is subject to the action of the Association 
at the next general meeting. 
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CODE LETTERS 4D NAMES AND LOCATIONS OF MILIS, MERCHANTS , AND 


OTHERS TO WHCil THEY WERE ASSIGNED, 


Name _of Mill, Merchant, Etc. Location of Office Code Letter 
Mills 
Alliance Paper Mills Limited Toronto, Ont. _ APS 
Winnipeg, Man. APW 
Canada Paper Company Montreal, P.Q. CF 
Don Valley Paper Co. Limited Toronto, Ont. DA 
The E. B. Hddy Company Hull, P.Q. EBE 
Agents offices! epee ay po Ln 
Howard Snith Paper Mills Limited Montreal, P.Q. HS 
Winnipeg, Man. HSY 
Provincial Paper Limited, Toronto, Ont. FLT 
Rolland Paper Company Limited Montreal, P.Q. ROL 
Winnipeg, Man. ROW 
Merchants 
Barber-Ellis of Canada, Limited Toronto, Ont. BET 
Barber-Ellis of Montreal, Limited Montreal, P.Q. BEM 
Barber-Ellis of Winnipeg, Limited Winnipeg, Man. BEW 
Barber-Ellis of Regina, Limited Regina, Sask, BER 
Barber-Hllis of Alberta, Limited Calgary, Alta. BEC 
Edmonton, Alta. BEE 
Barber-Ellis of Vancouver, Limited Vancouver, B.C. BEV 
The Barkwell Paper Co. Winnipeg, Man. BARK 
The Brown Brothers, Limited Toronto, Ont. TAN 
Buntin, Gillies & Company Limited Hamilton, Ont. BGC 
Buntin Reid Paper Company Limited Toronto, Ont. BREF 
Canada Paper “Wholesale” Limited Toronto, Ont. CFT 


Montreal, P.Q. CPW 


Name of Mill, Merchant, Etc, 


Kerchants (Continued ) 


Clark Brothers and Company Limited 


Coast Paper Limited 
Columbia Paper Company Limited 
W. V. Dawson Limited 
Federal Paper Company Limited 
Fine Papers Limited 


W. Je Gage and Company Limited 


The Fred W. Halls Paper Company Limited 


T. Havill Paper Company 

Hillier Paper Limited 

Kruger Paper Company Limited 

T. B. Little Papers Limited 
MicFarlane Son & Hodgson (Limited) 
Mid-West Paper Limited 


John Neville Paper Company 
La Compagnie J. B. Rolland & Fils 


Smith, Davidson & Wright Limited 


L. F. Turgeon & Fils 
United Paper Mills Limited 
Whyte-Hooke Papers Limited 


The Wilson-Munroe Company Limited 


Location of Office 


Winnipeg, Man. 
Regina, Sask. 
Saskatoon, Sask. 
Edmonton, Alta. 
Vancouver, B. C. 
Vancouver, B. C. 
Montreal, P.Q. 
Montreal, P.Q. 


Toronto, Ont. 


Winnipeg, Man. 
Vancouver, B. C. 


Toronto, Ont. 
Montreal, P.Q. 
Winnipeg, Man. 
Montreal, P.Q. 
Montreal, P.Q. 
Montreal, P.Q. 
Winnipeg, Man. 
Regina, Sask, 
Saskatoon, Sask. 
Calgary, Alta. 
Edmonton, Alta. 
Ottawa, Ont. 
Montreal, P.Q. 
Vancouver, B. C. 
Calgary, Alta. 
Edmonton, Alta. 
Quebec, P.Q. 
Toronto, Ont. 


Toronto, Ont. 


Toronto, Ont. 


Code Letter 


~ 4235 ~ 


Name of Mill, Merchant, Etc. Location of Office Code Letter 

Others 

W. Je T. Adamson & Company Montreal, P.Q. AD 

Hodder & Moffitt Toronto, Ont. HOT 
Montreal, P.q. HOM 
Winnipeg, Man. HOW 


Paper Distributors Council of B.C. Vancouver, B. C. PDC 


30 


Ae 
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APFENDIX IV 


QUEBEC FINE PAPER COUNCIL ARRANGEMENT 
Jamary 17, 1938. 


Fine Paper Merchants located in the Province of Quebec do 
hereby enter into this agreement to form and become members 
of the Quebec Fine Paper Council for the purpose and with 
the objects following, namely: 


The promotion of friendly business relations between the 
members as Fine Paper Merchants and the trade generally, and 
for conference and mtual aid, working toward the elimination 
of unfair and unsound business practices in the wholesale 
Fine Paper trade, 


This agreement shall come into effect on the Ist day of 
February. 1938, and shall continue in force and effect until 
the lst day of July, 1938, and may be renewed upon such terms 
and for such period as may be determined by unanimous vote of 
all members of the Council, 


This agreement shall apply to sales of those lines covered by 
the suggested resale schedules made to purchasers located in 
the Province of Quebec and in the Province of Ontario east of 
a line running north from Kingston and passing through Sharbot 
Lake, 


All orders or contracts now or in the future, for the supply 
of which the Canadian manufacturer grants special conditions 
to the merchant, shall be recorded in confidence with the 
Secretary. 


An Advisory Committee consisting of three representatives shall 
be elected for the purposes of consultation on matters arising 

from the operation of this agreement, which Committee shall be 

empowered to grant permission to any member to deviate from the 
provisions of this agreement for the purpose of meting special 
or extraordinary conditions. 


Ali bona fide orders or contracts requiring delivery to be 

made after February lst, 1938, which in any particular do not 
conform to the accepted regulations, trade customs or schedules, 
shall be recorded with the Secretary, stating items, prices, and 
the date on which commitment was made, 


Prior to February lst, 1938, each member shall file with the 
Secretary complete lists of seconds, clearance, job and odd 
lots then on hand, stating the selling prices, copies of which 


Shall be issued to all members, On and after February lst, 1938, . 
each member shall file with the Secretary details of all additional 


seconds, clearance, job or odd lots before such are offered 
on the market, copies of which shall be issued to all members. 


8. The members and each of them covenant and agree with the other 
members as follows: 


.(a) That they, the covenanters, shall be responsible for the 
acts, defaults of and breaches of the provisions of this agree~ 
ment by their respective servants and employees. 


(b) That they, their servants and employees will not quote, 
accept or book orders for, offer or agree to sell, or sell 
the goods covered by this agreement at lower prices or on 
better terms and conditions than those fixed by the schedules 
annexed to this agreement or fixed by any schedules which may 
be adopted by resolution of the Council in substitution for 
all or any of the said schedules hereunto annexed. 


(c) That they, their servants or employees shall not, either 
directly or indirectly, resort or have recourse to any scheme 
or subterfuge or give any rebates, allowances or reductions 
in the price of other goods as an inducement or aid or which 
may operate as an inducement or aid in the making of present 
or future sales of goods covered by this agreement. 


(d) That they, their servants or employees shall not loan or 
advance, or cause to be loaned or advanced, money on any 
pretext to a customer or a member or employee of a customer's 
firn. 


(e) That they will allow the Secretary at all times access to 
their books of account, papers and correspondence for the 
purposes outlined in paragraph 10 of this agreement. 


(f) That they will furnish to the Secretary at the beginning 
of each month a signed statement from the firm's auditor or, 
in the event of such not being available, a statement signed 
by the member in the form as annexed hereto with respect to 
sections (c) and (d) of paragraph 8 of this agreement. 


9. A Secretary shall be appointed to hold office until his 
| successor is appointed. He shall have the right to call a 
meeting of the Council at any time and shall take the minutes 
of the meetings of the said Council and shall generally perform 
all the duties of such Secretary. He shall advise simltaneously 
by post all members of the Council of any change in the Council 
prices, terms, and regulations. 


~ 426 — 


10. In addition to the other duties assigned to the Secretary, .he 
or his authorized agent shall conduct an audit and check the 
book and records of the members for the purpose of ascertain- 
ing that the provisions of this agreement have been complied 
with, and shall investigate any complaint made by a member 
against another member. He shall not make known to anyone 
any part of the information which he may have so obtained, 
except when a member shall be found to have broken or violated 
the terms, conditions and/or covenants of this agreement, in 
which event he shall communicate to the members of the Council 
at a meeting duly called such details and particulars as he 
may in his discretion consider requisite, necessary or advisable 
in the circumstances. 


ll. Assessments shall be made among the members to cover the cost 
of operations, such assessments to be distributed on the 
following basis: One-third of the total cost to be assessed 
on an equal basis among all members; two-thirds of the total 
cost to be assessed on a time basis, 


12, This agreement shall be subject to amendment only by unanimous 
vote of all the members of the Council, provided due notice of 
such intended amendment is given to all members at or before 
the meeting immediately preceding the meeting at which such 
amendments are to be considered. The schedules with respect 
to resales, annexed hereto, may be amended by a Majority vote 
of the members of the Council present at any meeting, 


13. A quorum for the transaction of business shall comprise rep- 
resentatives from two member firms less than the total number 
in the membership of the Council. 


No. l. 
ORGANIZATION 


No.eee 
PERIOD OF 
ARRANGEMENT 


No. 3. 
LINES 
COVERED 


No, 4, 
REGULATIONS 
& SCHEDULES 


NO enol. 
ADHERENCE TO 
REGULATIONS 


No. 6. 
SPECIAL OR 
EXTRAORDINARY 
CONDITIONS 


No. 7. 
EX-WAREHOUSE 
SALES 


No. 8. 

UNFILLEB 
ORDERS OR 
CONTRACTS 


AFPENDIX V 


PRAIRIE FINE PAPER COUNCIL ARRANGEMENT 


March, 1935 


THAT Fine Paper Merchants located in the three Prairie 
Provinces form and become members of an organization to 
be known as "Prairie Fine Paper Council". 


THAT an arrangement be entered into for a period of two 
years from April lst, 1935, as hereinafter provided. 


THAT this arrangement shall cover sales made to purchasers 
and for delivery within the Provinces of Manitoba, Sask- 
atchewan and Alberta, of printing papers and kindred lings, 
as agreed upon, but excluding envelopes, wrapping supplies, 
book binders’ supplicg and stationery lines. 


THAT the regulations of the Prairie Section of the 
Canadian Paper Trade Association respecting sales and 

the price schedule thereto are hereby incorporated as part 
and parcel of the arrangements herein set forth. 


THAT, notwithstanding, any arrangement to the contrary 
or any deviations from this principle that may have 
taken place, each member agrees to not directly or in- 
directly make any proposal or bargain, nor do any act 
that would influence any sale or ssles contrary to 

the accepted regulations, trade customs and schedules. 


THAT the Secretary-Auditor with the consent of the 
Advisory Committee, may grant permission to any member 
to deviate from the provisions herein contained for the 
purpose of meeting special or extraordinary conditions, 
information concerning such deviation shall be made 
available to the entire membership. 


THAT with respect to ex-warehouse sales each member agrees, 
on and after April lst, 1935, to enforce and maintain 
strictly all regulations, trade customs and schedules 
applying thereto, already mutually agreed upon or that 

may later be adopted by mutual agreement, due provision 
being made for unfilled orders cr contracts. 


THAT all bona fide orders or contracts requiring delivery 
to be made after March Slst, 1935, which in any particular 
do not conform to the accepted regulations, trade customs 
or schedules, shall be recorded with the Secretary-Auditor, 
stating items, prices, and the date on which commitment 
was made. Any such order or contract undertaken since 
March lst, 1935, shall be considered to constitute a breach 
of ethics 


No. 9. 
MILL SHIPMENT 
SALES 


No. 10. 
SPECIAL CON- 
DITIONS ON 
MILL SHIPMENT 
SALES 


No. ll. 
DEVIATIONS ON 
MILL SHIPMENT 
SALES 


No. 12% 
RESPONSIBILITY 


No. 13, 
JOB LOTS 


No. 14, 
ADVISORY 
COMMITTEE 


No. 15, 
SECRETARY-~ 
AUDITOR 
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THAT with respect to direct mill shipment sales each 
member agrees, on and after April lst, 1935, to enforce 
strictly all regulations, trade customs, and schedules 

as now in force or as amended from time to time by 

the Canadian Mills, due provision being made for unfilled 
orders or contracts. 


THAT all orders or contracts, now or in the future, for 
the supply of which the Canadian manufacturer grents 
special conditions to meet foreign competition and retain 
the business for the domestic producer, but on which the 
merchant receives the regular rate of mark-up or commiss-~- 
ion shall be recorded in confidence with the Secratary. 


THAT deviation from the regulations, trade customs, and 
schedules applying to mill shipment sales, other than ag 
hereinbefore provided, shall not be made without the 
consent of the members first having been given, and 
particulars of such deviation shall be recorded by the 
Secretary-Auditor and made available by him in writing to 
the entire membership. 


THAT in respect of this arrangement, each member accepts 
full responsibility for the acts of his employees, agents, 
and representatives. 


THAT prior to March 15th, 1935, each member shall file 
with the Secretary-~Auditor complete lists of job and odd 
lots then on hand, stating the selling prices, copies of 
which shall be issued to the membership. On and after 
April lst, 1935, each member shall file with the 
Secretary-Auditor details in seven copies of all additional 
job or odd lots before such are offered on the market, 
copies of which shall be issued to the membership. 


THAT a Committee of three members shall be elected to act 
in advisory capacity to the Secretary-Auditor on conditions 
arising from the operation of this arrangement, and, if 
deemed expedient, to confer with a member or members said 
to be involved in such conditions. 


THAT Walter J. Macdonald be appointed Secretary-Auditor 
at a fee of $50.00 per month for six months, such fee to 
be payable monthly for the period of the arrangement. 

He shall provide satisfactory facilities for the purpose 
of conducting a systematic audit of the sales records of 
the members in those lines covered by this arrangement, 
He shall have complete control of the audit system. He 
shall be authorized to report direct to meeting of this 
Council particulars of infractions disclosed by the audit, 
He shall be given authority to interview any member at 
any time respecting irregular practicés in which such 
member may be said to be involved. 


Noe 16. 
AUDIT 


No, 17. 
CONSENT OF 
MiMBERS 


No. 18. 
INFORMATION 
TREATED IN 
CONFIDENCE 


No. 19. 
NONEYS HELD 
IN DzPOSIT 


No. 20. 
MONZYS HELD 
IN TRUST 


No, 2l. 
BONDING OF 
SECRETARY 


No. 22, 
DEDUCTICN OF 
UNPAID 
ASSESSMENTS 
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THAT the Secretary-Auditor, upon written complaint of 
& member shall make examination of the sales records 
of such member complained of as he may consider 
necessary, to a proper report to the Council. The 
name of the member complaining shall be available to 
the member complained of. 


THAT each member agrees he will not unduly withhold 
consent to requests made by the Secretary-Auditor to 
proceed with examination of accounts. To facilitate 
the audit, each member shall advise the Secretary- 
Auditor in writing, the names of two representatives 
of his firm, any one of whom is empowered to give such 
consent. 


THAT in conducting the audit, the Secretary-Auditor or 

his representatives in other cities, shall respect the 
confidence of the members, and that no information which 
may come to their notice with respect to the business 
carried on by any of the members will be divulged to any 
other person whatsoever, except as hereinbefore mentioned, 


THAT each member deposit on or before April lst, 1935, 
the amount designated by the Advisory Committee as 
follows: 


Barber-Ellis Limited $200 .00 
Clark Bros. & Co. Ltd. 200.00 
Mid-West Paper Sales Ltd. 200 .00 
Barkwell Paper Company 100 .00 
Phillips Paper Company 100.00 
Kilgour's Limited 100,00 
W. J. Gage & Co. Ltd. 100.00 


THAT all moneys paid in shall be held in trust by the 
Secretary-Auditor for the company making such payment 
and shall be returnable to them at the expiration of 
the arrangement, subject, however, to any assessment of 
operating expenses that may have been issued and remain 
unpaid. 


THAT the Secretary-Auditor furnish a fidelity bond in an 
amount at least equal to the amount of the moneys herein 
referred to on deposit with him, which bond shall be in 
favour of the Chairman of the Advisory Committee, referred 
to in paragraph No. 14. 


THAT in the event assessmsnts for operating expenses are 
not paid within a period of sixty days, the Secretary 
shall have the right to deduct the amount from the 
Company's deposit. 


No. 23. 
WITHDRAWALS 


Nowe. 
ASSESSMENTS 
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THAT should a member withdraw from the Council before 
the expiration of the period provided for in this 
arrangement, and continue to carry on in his usual 
business, any funds deposited by him and held in trust 
by the Council shall be forfeited by him and held for 
such disposition as the Council deem desirable, except 
as stated hereunder :- 


THAT this arrangement shall be subject to review 
on the first Tuesday in October, 1935, at which 
time any member may withdraw without notice and 
shall receive his deposit in full. Should no 
motion of withdrawal be made by any member by 

the first Tuesday in October, 1935, the arrange- 
ment shall be continued until the expiration 

date provided for in paragraph No. 2, and no 
member shall have the right to withdraw therefrom 
except as hereinbefore provided. 


THAT a quarterly assessment shall be made on the members 
to cover the Secretary-Auditor's fee and expense, in 

the same proportion as the deposit made by each member 
bears to the total, 


AT IO 


AUT. 
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APPENDIX VI 
By D IB COUNCIL B,C 


Rules_and Reeulations 
(as amended to February 5, 1935) 


That, for their mitual benefit and the general good 
of the industry, Paper distributors and Envelope manu- 
facturers located in the Province of British Columbia 
form and become members of an organization to be 
known as "FKAFER DISTRIBUTRS COUNCIL O@ B.C." 


That an arrangement be entered into for a period of 
one year from January lst, 1935. 


That an Executive Secretary be appointed, whose duties 
will be under direction of an Advisory Committee, composed 
of the Chairman and the Vice-Chairman, to manage the 
Council and generally carry out instructions as herein=- 
after set forth. 


To take charge of all Council meetings and arrange 
for minutes of same to be kept. On instructions, to 
issue all price lists and terms of sale. All irregu- 
larities coming to notice of members will be reported 
to the Secretary who will investigate same and, if 
necessary, conduct a systematic audit of the sales 
records of the member complained of. He shall have 
authority to interview any member at any time respecting 
irregular practices in which such member may be said 
to be involved, as provided for in “Adherence to 
Regulations". 


The Secretary shall be empowered to make a systematic 
examination of the sales records of each member in the 
lines covered by the arrangement, for which purpose he 
Shall be granted access to sales invoices, orders 
(house record and customer's), and delivery slips. In 
addition, upon submitting the names of accounts to be 
examined to a responsible representative of the member~ 
firm for consent, he shall be granted access to whatever 
other books of record and documentary evidence he may 
consider necessary to a proper investigation. He shall 
be authorized to make enquiry with respect to apparent 
errors or irregularities in completing an investigation. 


That each member agrees he will not unduly withhold 
consent to requests madg by the Secretary to proceed 
with examination of accounts. To facilitate the audit 
each member shall advise the Secretary, in writing, the 
names of two representatives of his firm who are em 
powered to give such consent. 
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INFORMATION That, in conducting the audit, the Secretary shall 
TREATED respect the confidence of the members, and that no 


CONFIDENTIALLY. information which may come to his notice with respect 
to the business carried on by any of the members will 
be divulged to any other person whatsoever, except as 
hereinbefore mentioned. The Secretary shall not 
divulge the name of the complainant. 


RES: ONSIBILITY. That members will give to the Secretary in writing, 
names of their Executive or staff empowered to attend 
meetings, vote, and in general act for the member firn, 
That, in respect of this arrangement, each member 
accepts full responsibility for the acts of his employees, 
agents and representatives, In the matter of voting, each 
member firm shall be entitled to one vote only. 


ASSESSMENT , That a monthly assessment, payable in advance, shall 
be made on the members to cover expenses of conducting 
the Council, including Secretary's remuneration, etc. 
This assessment to be set by the Advisory Committee. 


REGUL TIONS. That definite rules and regulations to govern the 
actions of the members of the Fine Taper Section, the 
Coarse Paper Section, and the Envelope Section be 
prepared, very carefully considered and discussed, 
approved, and finally adopted so that every member 
will be familiar with what he has to do and the Executive 
Secretary will have specific regulations which he will be 
expected to see that every member observes. 


That members of all sections, selling goods regulated 
by another section, must strictly observe the rules and 
regulations and the resale prices of the section intereste 
ed. 


ADHERENCE TO That, notwithstanding any arrangement to the contrary 

REGULATIONS. or any deviations from this principle that may have taken 
place, each member agrees to not directly or indirectly 
make any proposal or bargain nor do any act that would 
influence any sale or sales contrary to the accepted 
regulations, trade customs and schedules. 


Members must definitely agree to abide by established 
prices and terms of sale and, in the event of any member 
having a reasonable doubt of any other member not conform- 
ing to same, he will place the facts before the Secretary 
in writing. 


The Secretary will communicate with the alleged offend- 
ing member and make the necessary investigation to establish 
the facts, The result of the investigation will be given 


ADHERENCE TO 
REGULATIONS. 


(continued) 


COVERED. 


JOB LOTS OR 


CLEARANCE 
LINES. 
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ARRANGEMENTS 
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_ REVIEW, 
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to the member who made the complaint and, in the event 
of the member who made the enquiry not being satisfied 
with the explanation, then the whole matter will come 
before a meeting of the members of the section affected, 
of which due notice shall have been given all members. 


That this arrangement shall cover sales made to 
purchasers and for delivery within the Frovince of 
British Columbia of atl lines of paper and paper 
products, commonly handled by Fine taper and Coarse 
Yaper Merchants, and Envelope Manufacturers. The Council 
will be composed of threes sections - one covering Fine 
or irinting rapers, another the Coarse or Wrapping 
Papers, and the third Envelopes, and each section will 
appoint its own committee for the purpose of making 
its own arrangements within the Council. 


Each member shall file with the Secretary details 
of all job or odd lots before such are offered on tho 
market, copies of which shall be issued to the 
memberahip, and disposal of same shall only be made 
by consent of the section interested, 


That, if for any reason the members find it necessary 
to make any deviation from the established prices and 
terms of sale, this must be arranged and agreed on by 
a majority of members of the section interested and 
the decision placed on record by the Secretary and sent 
to all members in the form of a report so that both 
the members and the Secretary will have a definite 
understanding of the arrangement. 


No new lincs to be put on markct until approved by | 
the section interosted. 


That the regulations of the Central Section of tho 
Canadian xaper Trade Association respecting sales and 
the price schedule thereto are hereby incorporated as 
part and parcel of the arrangements herein set forth. 


That, as goon as possible after organization is 
completed, a Credit Bureau be created, under direction 
of the Secrotary, to work in collaboration with tho 
Credit Managers of tho member firms, 


Any of the forogoing arrangements are subject to 
review, on reasonable notice from any member but, in 
any case, a general review shall be made during the 
first woek of July, 19355. 
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